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Malaysian economy 

Cracks appear in 
Mahathir’s model 


FT WEEKEND 


Germaine Greer on 
the art that heals 




WORLD NEWS 


France and UK 
oppose plans 
to widen ‘open 
skies 1 air talks 

Britain and France are opposing 
plans to broaden “open sides" 
talks with the US to include traf- 
fic rights - the right to fly within 
as well as to another country. 
They fear that widening the 
European Union talks with the 
US could hamp er their alma in 
bilateral talks with the US on air 
traffic arrangements. Page lfc 
FAA plea. Page 8 

Irish property scheme 

The Irish Department of Finance 
said last night it had no plans to 
introduce a new type of tax-effi- 
cient property fund. At a prop- 
erty investment seminar in Dub- 
lin on Wednesday, William 
Nowlan, head of the Irish Prop- 
erty Unitisation Association, said 
bread agreement had been 
reached with die Revenue Com- 
missioners on a structure s imilar 
to a US Real Estate Investment 
Trust. The Department of 
Finance said it would not favour 
tax aggressive schemes. 

Property, Page 12 

Rono angry at delays 

US attorney-general Janet Reno 
hit out at the White House for 
delays in handing over sensitive 
video tapes of President Bill CUn- 
ton meeting campaign donors. 
Page 4 . 

Hurricane hits flfloodco 

Hurricane Pauline swept 
Mexico’s southern Pacific coast 
killing at least 15 people and 
causing severe floods in the 
resort dfy of Acapulco. 

Castro' s ma r a t h on speech 

Cuban president Fidel Castro 
delivered a six-hour, 43-minute - 
speech reaffirming his hatred of 
ca pitalism "and his determination 
to defend socialism. Page 18 

Umb iI m i budget r ejected 

Russia’s lower house rejected the 
government's 1998 draft budget 
and voted to send it to a parba- 
ment-govemment commission far 
reworking. Yeltsin rules out 
third term, Page 3 

The Nobel Literatim Prise 

for 1997 went to Italian satirical 
dramatist Dario Fo, 71, best 
known for his play. Accidental 
Death of an Anonrast Page 7 

War crimes suspect m 

French ex-cabinet Tnini«tgr Mau- 
rice Papon, 87, on trial in Bor- 
deaux accused of sending Jews to 
Nazi death camps, felt ill and had 
to be helped from the dock. 

Bght killed bn crash 

Six German tourists and two 
Spanish crew were killed when a 
small aircraft crashed in a storm 
as it approached Banjul, Gambia. 

Drink drive plan m trouble 

Plans for a European Union 
“drink drive" limit hit problems 
as countries including Ger man y 
and Ireland indicated opposition 
or reservations. Page 2 

Austria acts on pensions 

Austria’s cabinet is set to adopt a 
sweeping reform of the state pen- 
sions system today despite trade 
union opposition. Page 2 

Picture bfckfing frenzy 

Schlass Rammer Am Attersee, 
depicting Austrian artist Gustav 
Klimt’s favourite holiday resort, 
made £L4m ($2£8m) in fevered 
auction bidding in London. 
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BUSINESS NEWS 

Portugal raises 
$2bn from 
sale of 26% 
Telecom stake 

Portugal raised Es364bn ($2bn) 
from the sale of 26 per cent of 
Portugal Telecom in a global 
offering that was heavily over- 
subscribed by both retail and 
institutional investors. Page 19 

National Power, UK electricity 
generator, spent £l00m ($162m) 
on a 48 per cent stake in Czech 
power company Elektarny Opa- 
tovice. Page 23 

Ind one sia is to order debt-laden 
banks and corporations to open 
their books in an effort to iden- 
tify borrowing and contain the 
currency crisis. Page 18: Jakarta 
pays price. Page 4 

Amoco and Amerada Hess, US 

oil companies, announced a 
North Sea oil and gas discovery 
off Scotland. Page 9 

US Federal Maritime 

Commission is compiling a new 
list of companies to be hit by 
tougher sanctions in the port war 
with Japan. Page 8 

Gucci, Italian luxury goods 
group, may acquire another lux- 
ury brand. Page 19 

US has gone to the WTO's 
dispute procedure with com- 
plaints against Canada and the 
BU on dairy exports. Page 8 

Matra, F innish industrial group, 
blamed a sharp profit fall on 
FM200m ($38m) restructuring 
costs at its W5rtsil& NSD diesel- 
engine subsidiary. Page 20 

General Electric reported 
better-tban-expected net profits 
of $2.014bn for the third quarter -. 
■up-13 per cent on a year earlier. 
Page 19 

South Korea plans to ease 
mergers and acquisition rules 
and may allow foreigners to 
mount hostile takeover bids. 

Page 4 

Shell Phffipplnes, an arm of the 

Anglo-Dutch oil group, is post- 
poning its 2£hn pesos ($71m) 
expansion programme until next 
year. Page 21 

WJ>. & H.O. Wb, Australian 
subsidiary of the UK’s BAT 
group, claimed victory in its 
court case against Philip Morris 
over alleged copying of its pack- 
aging. Page 22 

The Bank of England left its 
key securities repurchase rate at 
7 per cent for the second month 
in a row. Page 10 

ICB Shipping, Swedish tanker 
operator fighting a SKr&22bn 
($427m) bid from Bermuda-based 
Frontline, announced a sharp 
increase to profits due to hi g her 
chartering rates. Page 20 

Microsoft and German telecoms 
group Deutsche Telekom will 
hold talks over the next six 
m onths cm issues from Internet 
security to WebTV. Page 20 

aeorgfa-Pacifto, US pulp and 
paper group, saw third-quarter 
profits up to $86m a fter c ost 
savings. Page 22; Dontter ven- 
ture, Page 22; Paper rationalisa- 
tion, Page 19 

HuhtamSkf, Finnish 
confectionery group, blamed 
sticky conditions in sweet facto- 
ries for a 5 per cent fall in profits 
to Fm270m ($51.4m). Page 20 
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By our International 
and Financial Staff 

European central banks 
yesterday announced higher 
interest rates, in a strong si gnal 
of their commitment to a co- 
ordinated monetary policy ahead 
of European economic and mone- 
tary unio n 

The Bundesbank triggered the 
rise in short-term rates by 
announcing an increase from 3 to 
3.3 per cent in its securities 
repurchase or repo rate, markin g 
an end to an unprecedented 14 

Bundesbank concern Page 2 

Central bank stays at 7% Page 10 

Editorial Cofnm«Tt_ Page 17 

Lex Page 22 

Currencies Page 33 

i World stocks __Page 44 

months of record low borrowing 
costs. 

The German central bank said 
it had raised rates to stem a 
build-up of inflationary pres- 
sures. But French officials 
described the subsequent rise in 
France’s key intervention rate as 
“a pre-emptive strike” to 
underline the commitment to a 
hard European single currency 


by countries aiming to partici- 
pate in the first wave of Emu in 
1999. 

The higher German repo rate - 
the rate at which it supplies 
money to the banking system - 
will apply at tenders on October 
15 and October 22. 

France raised its intervention 
rate to 33 per cent from 3.1 per 
cent after consultation with the 
Bundesbank. The rise comes as 
France's annual domestic infla- 
tion is running at only 1.4 per 
cent - underlining that European 
considerations played a stronger 
pan in the decision than domes- 
tic concerns. 

The Netherlands, Belgium and 
Denmark also raised their short 
term interest rates, by 025 per- 
centage points. 

The move by the Bundesbank’s 
governing council, chaired by 
Hans Tietmeyer. was welcomed 
by the Bonn government as a 
sign of Germany’s anti-inflation- 
ary resolve ahead of Emu. But it 
triggered sharp movements on 
finan cial markets. The Dax ipdex 
of leading German equities, 
which dropped 10L23 points to 
4^43.01 on fears of higher rates 
ahead of the announcement, fell 
ftirther to 4,179.92 points in after- 
noon computer trading. The 
D-Mark advanced strongly 
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against the dollar, the British 
pound and the Swiss franc. 

The Bundesbank left 
unchanged its important dis- 
count and Lombard rates at the 

2.5 per cent and 4.5 per cent lev- 
els that have prevailed since 
April 1996. 

The German currency gained 

1.5 pfennigs against the dollar 
and 1.6 pfennigs against the 
pound to close in London at 
DM1.739 and DM2.830 respec- 
tively. Some European central 
banks, including the Bundes- 
bank, were reported to have 
bought dollars to slow the 
D-Mark’s rise. 

The Bundesbank explained 
that the inflation climate had 


changed in the summer with 
import, producer and consumer 
prices rising, in part because of 
the weakness of the D-Mark 
against the dollar. But it said 
there was “no need to dramatise” 
current price developments. 

This remark, combined with 
the higher than expected 0.3 per- 
centage point rate increase, 
prompted some observers to sug- 
gest that rates might now stay 
stable for some time. 

“The move is not the start of 
an upward spiral in rates," said 
Klaus Friedrich, chief economist 
of Dresdner Rank. 

Theo Waigel. Bonn finance 
minister, described the move as 
an "appropriate preventative 


measure". He predicted the rate 
rise would not harm Germany’s 
economic recovery. 

"There is no reason to expect 
any negative effect on long-term 
capital market rates, which are 
important for investment and job 
creation.” he said. 

French officials said the direct 
alignment of rates in Germany 
and France, the two leading play- 
ers in the run-up to the single 
currency, should be seen as a 
sign that the core countries were 
determined to persuade the mar- 
kets the euro would be strong. 

Reports by Peter Norman in 
Barm, Robert Graham in Paris, 
Gordon Cramb in Amsterdam and 
Simon Kuper in London 


Crisis in Italy as 
PM resigns over 
budget stalemate 

Communists refuse to back deal 


Nissan to invest $800m in Mexico 


By James Bfitz in Roma 

Romano Prodi tendered his 
resignation as prime minister of 
Italy yesterday after the neo- 
Communists who gave his gov- 
ernment a parliamentary major- 
ity said they would definitely 
vote against his 1998 budget 
In a development that some 
analysts said might cast a 



Resigned: Romano Prodi 


shadow over Italy's plans to join 
Ihe single European currency in 
1999, Mr Prodi said he was giving 
up Ids efforts to save Italy’s first 
centre-left government since the 
Second World War. 

As the crisis accelerated to its 
riimai, the lira dropped L5.1 to 


C0MMENT & ANALYSIS 


L985.4 against the D-Mark, even 
though traders said the Bank of 
Italy had bought its own cur- 
rency in the market. The gap 
between yields on Italian govern- 
ment bands and German govern- 
ment bonds widened slightly, but 
analysts said the muted response 
reflected continued confidence 
that Italy would still join the first 
wave of Emu. 

But Avinash Persaud, global 
head of currencies research for 
JJ. Morgan in Europe, said: “The 
market is saying. ‘This resigna- 
tion is no big deal.’ But that may 
be too sanguine, if Italy can't get 
a majority together to pass a defi- 
citcutting budget” 

Reconstructed Communism, a 
minor party which has formed 
part of Mr Prodi’s Olive Tree 
majority since the 1996 elections, 
committed itself to voting against 
the government’s austere budget 
during a confidence debate in the 
Italian parliament RC said the 
measures did too little for the 
elderly and unemployed. 

Although the debate had been 
dne to end with a formal vote of 
confidence in his government, Mr 
Prodi pre-empted the move after 1 
RC’s spokesman described the 
budget proposals as “iniquitous”. 

Continued on Page 18 
Banks’ united front Page 2 
Bad old ways, Page 16 
Lex, Page 18 


By Michiyo Nakamoto in Tokyo 

Nissan plans to invest 8800m 
over the next three years in its 
Mexican facility where it is shift- 
ing production of its Sentra car 
from the US. 

The investment in the form of 
a 8250m capital increase, will 
bring production op to 330,000 
units in 2001, from a planned 
172,000 this year, the company 
said. 

Mexican-produced Sentras will 
be marketed not only in Mexico 
bat also in the US and through- 
out South America. The US plant 
in Smyrna, Tennessee, where 
Nissan had produced the Sentra, 
will produce a new sports utility 
vehicle from summer 1999. 


The scale of Nissan’s invest- 
ment in Mexico, where it also 
mafcwi vans and pick-up tracks, 
has come as a surprise to indus- 
try analysts who had been 
expecting investment to come to 
about $300m. “This is a large 
investment, comparable to that 
required to build an entirely new 
plant,” said Takaki Nakanishi, 
industry analyst at Merrill 
Lynch in Tokyo. 

Nissan, which built up a huge 
amount of production capacity 
overseas, has suffered from over- 
capacity and faces a pressing 
need to restructure its overseas 
production, said Mr Nakanishi. 

By shifting production of the 
Sentra to Mexico, where the 
overall level will nearly double 


by 2001, and by introducing the 
new sports utility model In the 
US, the company was in fact rais- 
ing overseas capacity. 

At the same time, analysts are 
concerned about the impact the 
additional investment in Mexico 
will have on Nissan's balance 
sheet While the company says it 
plans to finance the bulk of it 
through profits from its Mexican 
operations, there is concern that 
failure to do so could hurt Nis- 
san's stretched nuances. It 
already has Y4,000bn ($88bn) in 
c o nso l idated debt 

“We would like to see them 
reducing their debt not increas- 
ing It” said Stephen VoThmann, 

Continued on Page 18 
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Italian entry seen as more problematic after Prodi’s resignation raises fears over deficit level 

Banks try to show united front ahead 



By Wolfgang MGnchau, 

Economics Correspondent 

The joint rise in European interest 
rates has demonstrated tbe extent to 
which monetary policy is already 
closely co-ordinated among European 
central banks. 14 months before the 
start of economic and monetary un ion 
Several European Union central 
bank chiefs indicated recently that, in 
practice. Emu would start long before 
its official launch date in 1999. Emu 
requires convergence of short-term 
interest rates, so that currencies stabi- 
lise ahead of their conversion into 
euros. 


Yesterday’s co-ordinated move was 
spearheaded by the Bundesbank and 
the Bank of France. 

Short-term rates in the core Emu 
candidates are now at 3.3 per cent. 
From now until the end of 1998, finan- 
cial markets expect interest rates to 
rise to around 4.5 per cent in a simi- 
larly co-ordinated fashion. 

On the same day that central banks 
struggled to present a united front 
ahead of Emu, Italy's government cri- 
sis injected a new factor into the 
equation. As the project of 
monetary’ union itself looks increas- 
ingly solid, uncertainty about its mem- 
bership base rose with the resignation 


of Romano Prodi as prime minister. 

Italy’s political crisis does not affect 
the 1997 target of a budget deficit of 3 
per cent of gross domestic product or 
less, as set out in the ECPs Maastricht 
Treaty. But It could affect judgments of 
whether Italy’s efforts to bring down 
its persistently high budget deficits are 
sustainable. 

Analysts of Emu are divided In their 
opinions. 

On balance, fmrmrfai markets still 
expect Italy to be a founder-member of 
Emu in 1999. But they are no longer so 
certain. 

Martin Brookes. European economist 
at Goldman Sachs in London, said he 


expected Italy to qualify in 1999, but 
added that this forecast now, carried a 
much greater error margin t han previ- 
ously. 

"The political crisis is a problem. We 
thiTiir an election the single most likely 
outcome at the moment,” be said. 

“In that case, this would damage 
Italy’s ability to qualify for monetary 
imirtn, because Italy needs a budget for 
1996 with a deficit of 3.0 per cent [of 
gross domestic product! or less. It Is 
unclear whether they can achieve this 
now.” 

Aliso n Cottrell, International econo- 
mist at PaineWebber. has always 
expressed scepticism about Italy’s 


chances qualifying, and yesterday's, 
events appeared to corroborate her 
views. 

Thomas Mayra - . German economist at 
(^iitinan garbs in Frankfurt, said that 
Mr Prodi’s resignation could .open a 
r^ n of worms in the German debate 
about Italy's participation in Emu. 

He said: "There are many prejudices 
against Italy in Germany, and it is 
quite possible that- these prejudices will 
com * up again. I personally don't think 
this is fair. What we are seeing in Italy 
today is not fnnHqi’rwntaiiy different 
the change of government in 
France. But this won’t stop some 
people here to feel the need to fire 


some cheap shots in general direction 

of Rome." _ ‘ ‘ -Vi-— r. 

GQnther Thumann, Emu adviser at 
Salomon Brothers, the US investment 
bank, and a former top official tothe 
German economics ministry, is opti- ; 
mistic. He said that the Italian goysafc 
ment crisis could lay t^foundatfofr for 
a mare solid budget. . v 

He said that yesterday’s nse^iu EU . 
interest rates shows that “Emu- is 
already a deep shadow-uver 

monetary policy. 1 had expectad ihat 
they would do this sometime in the 
next few weeks, but not necessarily , 
yesterday. I think we will see more of 
this until 1998." : 


Rate change confirms Bundesbank concern 


By Peter Norman in Bonn 

Yesterday's Bundesbank decision 
to raise its securities repurchase 
(repo rate to 3.3 per cent from 3 
per cent was at the upper end of 
expectations. 

Coming just days before the 
annual congress of Chancellor 
Helmut Kohl's Christian Demo- 
cratic Union, the decision also 
served as a reminder of the Bund- 
esbank's independence in setting 


monetary conditions. But the 
resulting increase in short-term 
interest rates should come as no 
surprise. The Bundesbank said no 
reason existed "to dramatise” 
price trends in Germany, but it 
has made no secret since the sum- 
mer of its concern about rising 
inflationary pressures. 

The D-Mark's weakness this 
year has given import prices a 
sharp upward push. The import 
price index rose 0.9 per cent 


between July and August the fed- 
eral statistics office said, and was 
5.4 per cent high er in August than 
in the same month of 1996. 

Consumer price Inflation, at a 
year-on-year 2.1 per cent in 
August was at a level last seen at 
the start of 1995 and above the 
1.5-2 per cent corridor underpin- 
ning the central bank’s money 
supply target for this year. 

Industrial orders, output and 
merchandise exports have been 


growing strongly. Industrial pro- 
duction in July and August was 4 
per cent higher than in the same 
period of 1996; orders were 5.5 per 
cent higher. 

The German government has 
become increasingly confident of 
2.5 per cent economic growth this 
year and 2.5-3 per cent in 1998. 

The central bank council wQl 
not have been swayed by this 
week’s news that seasonally 
adjusted unemployment in Ger- 


many reached a new record of 
4.5m in September. Unemploy- 
ment is seen as a structural phe- 
nomenon and so not amenable to 
treatment by rate changes. The 
Bundesbank explained that the 
rate rise improved the chances of 
steady growth and prevented the 
growth of inflationary pressures, 
ahead of European economic and 
monetary union. 

This reference encouraged ana- 
lysts to view the rate rise as a 


step towards harmonising 
short-term European interest 
rates ahead of selection next May 
of countries to launch the single 
currency on January 1 1999. 

The rate increase will be wel- 
come to Mr Kohl as a sign that 
Hans Tietmeyer, Bundesbank 
president, and the other members 
of thp central bank's council are 
loyally supporting Emu. 

Editorial Comment, Page 17 
Lex. Page 18 


Doubts 
over EU 
drink 
drive limit 


By Michael Smith 
in Luxembourg 

Plans for a European Union 
"drink drive” limit ran into 
difficulties yesterday as 
countries including Ger- 
many and Ireland indicated 
either that they were 
opposed or had strong reser- 
vations. 

Doubts were expressed at 
a meeting of transport min- 
isters about whether limits 
should be a matter for the 
EU. Some ministers have yet 
to be convinced about 
whether an EU limit would 
achieve its aim of cutting 
road deaths. 

Italy and the Netherlands 
were among countries which 
indicated support for propos- 
als by Neil Kinnock. trans- 
port commissioner, to intro- 
duce a limit of 50 milligrams 
of alcohol per 100 millilitres 
of blood. 

Along with seven other 
countries - the UK. Ger- 
many, Spain, Austria, Lux- 
embourg. Ireland and Den- 
mark - Italy has a limit of 80 
milligrams. 

The UK, one of the coun- 
tries which opposed an EU 
limit in 1989, appears more 
receptive this time. “We are 
happy to discuss this in the 
European forum," said 
Gavin Strang, transport min- 
ister. The UK is planning a 
public consultation on drink 
driving. “The big question is 
whether a 50 milligram limit 
will help us bolster efforts to 
cut deaths on the road." said 
Mr Strang. 

Germany is already con- 
sidering a 50 milligram limit 
but has doubts about 
whether drink drive limits 
should be an EU issue. 
Ireland, which toughened its 
limits to 80 milligrams two 
years ago. has yet to be con- 
vinced that a further tight- 
ening would reduce road 
deaths. Ministers will next 
meet in December. 

• Transport ministers are 
backing proposals to make it 
harder for “cowboy” opera- 
tors to enter the road haul- 
age and passenger transport 
industry. Professional com- 
petence and testing require- 
ments are to be implemented 
throughout the EU. 


Clerides gloomy over reunification 

Talks on Cyprus are in a ‘dead period’ ahead of the Greek Cypriot elections due in February 


By Bruce Clark 
in Washington 

Glafcos Clerides, the Greek 
Cypriot president, has deliv- 
ered a gloomy message to US 
officials about the prospects 
for reuniting bis island 
before talks begin next 
spring about its accession to 
the European Union. 

In the US for a private 
visit that included informal 
meetings with Sandy Berger, 
national security adviser, 
and Richard Holbrooke. US 
mediator on Cyprus, Mr 
Clerides also defended his 
plan to deploy powerful Rus- 
sian-made anti-aircraft mis- 
siles next summer. 

Negotiations on the sub- 
stance of the Cyprus issue 
had entered a “dead period” 
this month because of the 
Greek Cypriot elections next 
February, the visiting presi- 
dent said. Only when a new 
government took office In 
March could the process 
resume. 

The increasing hostility of 
Rauf Denktash, the Turkish- 
Cypriot leader, to the 
island’s membership of the 
EU - unless Turkey also 
joins - gave further grounds 
for pessimism, Mr Clerides 
made clear. 

This downbeat prognosis 
leaves it very likely that the 
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UN peacekeepers hold back a Greek Cypriot demonstrator during clashes last year at the buffer zone dividing Cyprus 


European Union will find 
itself negotiating with the 
Greek Cypriot authorities 
alone, as opposed to a bicom- 
munal government, when 
accession talks start in the 
spring. 

Negotiations between 
Brussels and the Cyprus gov- 
ernment. which is the only 


internationally recognised 
authority on the island but 
is almost entirely elected by 
the Greek community, are 
expected to trigger an angry 
Turkish reaction. 

West European govern- 
ments have stressed that 
they would vastly prefer a 
resolution of the island's 23- 


year-old Greek-Turkish 
stand-off before Cypriot 
membership of the EU is 
considered. 

But the Union is formally 
committed to opening talks 
with Cyprus, with or with- 
out a settlement, and Greece 
has threatened to veto the 
ElTs expansion into central 


and eastern Europe if this 
commitment is broken. 

Mr Clerides defended his 
government’s plans to 
deploy S-300 anti-aircraft 
missiles ou the grounds that 
the Greek Cypriot army 
would be defenceless against 
Turkish fighter bombers 
if hostilities broke out 


"I cannot send my troops 
to fight without protection 
from air attacks," he said, 
a dd in g that the Greek side 
would never initiate conflict. 

"I am not going to go with 
war with Turkey - it would 
be 500.000 (Greek Cypriots) 
against 65m (Turks). 

In military terms, the Rus- 
sian-made missiles would 
buy time for diplomatic 
efforts to bring about 
ceasefire. “Without the mis- 
siles, we could last a week, 
but with tbe missiles we 
could last a fortnight.. -and 
time is of the essence.” 

US and British officials 
have expressed serious con- 
cern about tbe proposed mis- 
sile installation, and they 
have also censured Turkey 
for threatening to take pre- 
emptive action to stop the 
missiles being deployed. 

London is particularly con- 
cerned because parts of the 
anti-air defence network will 
be near British bases on the 
island. 

However Mr Clerides 
stressed that no irreversible 
steps would be taken before 
the missiles were activated 
next summer. 

His proposals for demili- 
tarising the island, or a for- 
mal renunciation by both 
sides of the use of force, 
remained on the table. 


UK ‘ahead of 
rest of Europe 
on transparency’ 


FINANCIAL TIMES 
Published bj Tbe FmsncuJ Times (Europe) 
GmbH. Nibdungniplaiz' 3. 60318 Frank- 
fun am Mam. German w Telephone *-+49 
tfi 156 850. Fax *-*49 5% 44*1. Repre- 

sented in Frankfurt by J. Waller Brand, 
Wdbebn J. Brussel. Cofin A. Kenmrd as 
Gcsdaftsfittirer and m London by David 
CM. Bell. Chairman, and Alan C- MiHer. 
Deputy Chairman. Tbe ehoieboMn' of the 
Financial Time fEnropej GmbH fa Pear- 
son Overseas Hokfinjp Limited. 3 Burling- 
ton Gardens. London. WIX 1LE. 
Shareholder of ths company it ftanext 
pic. rrpsteted at tbe tame address 
GERMANY: 

Responsible for Advertising cowan: Colin 
A. Kerman). Primer Hiirriym International 
Vcrlaesgesdbcbafl mbH. Admiral -Rosen- 
dahl- Strssse 3a. 65263 Neu Lenburg ISSN 
0174 7363. Responsible Editor Richard 
Lambert, do The Financial Tuna Limited. 
Number One Souihnark Bridge. London 
SEI OKL. 

FRANCE: 

Publishing Director P Manmgtn, Rue 
U Bc&ie. 75003 PARIS. TcJepbooe (01) 
5376 8254. Fax (Oil 5376 8253. Printer 
S.A. Nord Eclair. I S/21 Rue de Caire. 
F-9H00 Roubaix Cedes I. Editor Richard 
Lambert. ISSN 11*8-2753. CommKwm 
Parnaire No 67SU3D. 

SWEDEN: 

Responsible Publisher Hugh Cnruegy 468 
613 6088. Primer AB Rvalbudmngen 
Expreaien. PO Box 6007. S-5W 06. 
Junkupta* 

f i The Financial Trine* Limited IW. 
Editor Ridurd Lambert, do The Fnancml 
Times Limited. Number One Sovlbwart 
Bridge. London SEI ’'HL 
R 


By Jane Martinson, 
Investment Correspondent 

Share holder- friendly meas- 
ures increasingly common in 
the UK are only slowly 
catching on in the rest of 
Europe, according to a sur- 
vey published today. 

The study of Europe's 248 
largest companies found that 
UK groups were more likely 
to meet the demands of insti- 
tutional investors for trans- 
parency and accountability. 

Companies In Germany. 
Switzerland. Italy and Spain 
were “still lagging behind”, 
whereas France had 
improved in the past year. 

Deminor, the Brussels- 
based consultancy which 
conducted the survey over 
the past three months, said 
it expected continuing pres- 
sure to be put on companies 
to provide more information 
for their increasingly global 
investors. 

“Corporate governance 
practice focuses on the three 
main concepts of long-term 
shareholder value, transpar- 
ency and accountability. 
These are regarded as key 
factors by European institu- 
tional investors. However, 
they still have a long way to 
be translated into action,” 
said the report. 

Eric Bomans. a consultant 
at Deminor, said he expected 
best practice to “evolve” 
throughout Europe, partly as 
a result of the increasing 
desire for overseas investors. 
He pointed to the number of 
German companies wanting 
to list in New York, where 
certain disclosures are 
demanded by law. He said 
this would lead to German 


disclosure standards “becom- 
ing more transparent". 

Some companies were 
“absolutely not used to send- 
ing out that kind of informa- 
tion". One of Germany’s 30 
largest companies refused to 
send publicly available 
records such as its annual 
report to the consultancy, 
which specialises in advising 
minority shareholders. “The 
head of investor relations 
said the company only sent 
information to people it 
knew,” he said. 

The consultancy contacted 
30 mainly European institu- 
tional investors, which man- 
age shares worth more than 
$440bn. for guidance on cor- 
porate governance priorities. 
Their main concern s were 
information to shareholders, 
the rights and duties of 
shareholders, board struc- 
tures and the absence of 
takeover defences. 

The UK’s top 30 companies 
scored high in the first three 
of these categories. But, as 
in the other eight countries 
measured, many continued 
to insist on some sort of pro- 
tection in the event of hos- 
tile takeovers. 

Evidence of change since 
the consultancy conducted a 
more limited survey last 
year had been “perceptible 
in France but quite limited 
in other European coun- 
tries”. Mr Bomans said this 
reflected legislative changes 
and French press interest in 
corporate governance. 

Most of the 65 Italian and 
Spanish companies con- 
tacted by the consultancy 
had not replied. The report 
covered nine countries this 
year for the first time. 


Austrian pensions package 
sparks opposition from unions 


By Eric Frey in Vienna 

The Austrian cabinet is set 
to adopt a sweeping reform 
of the country’s generous 
state pensions system today 
despite opposition from 
trade unions. 

The reform package falls 
short of what experts say is 
needed to guarantee the sur- 
vival of the pensions system 
for the next generation, and 
is expected to be watered 
down in coming weeks. 

The core of the govern- 
ment's proposal is a change 
in tbe way pensions are cal- 
culated. Pension benefits are 
currently based on the aver- 
age of the highest earning 15 
years of each retiree. Under 


the plan, tbe time span 
would rise to 20 years, which 
would result in lower pen- 
sions. Moreover, the govern- 
ment wants to penalise early 
retirement and include all 
part-time workers in the gen- 
eral pensions system. The 
maximum monthly income 
on which retirement taxes 
have to be paid would be 
raised from Sch40.800 ($3,290) 
to Sch42.000 ($3,380). 

The governing coalition of 
tbe Social Democratic party 
and the conservative 
People's party hopes the 
measures will limit federal 
subsidies to cover the deficit 
in the pension system at the 
current rate of Sch55bn 
($4.4tan) a year and prevent 


its collapse In the next cen- 
tury. 

A low birth rate and rising 
life expectancy threaten, the 
demographic balance 
between active workers and 
retirees in Austria. Tbe prob- 
lem is exacerbated by people 
choosing to retire early and 
although this has helped to 
keep youth unemployment 
low it is a burden on tbe 
pensions system. Only a 
small proportion of over-6Qs 
are still working. 

Austrian business groups 
support the plan, but the 
trade union association OGB 
opposes key elements and 
hopes its opposition will 
help to kill the bill when it 
comes to a vote in parlia- 


ment. Passage of the pen- 
sions reform without a deal 
with the anions would mark 
a break with Austrian politi- 
cal tradition, as both labour 
and business have histori- 
cally always been involved 
in such decisions. It is likely 
that further changes will be 
made before parliament 
passes the bill in November. 

One of Germany's leading 
pensions experts, Bert 
Rflrup, who was asked by 
the Vienna government to 
propose changes to tbe pen- 
sions system, said the cur- 
rent plans were Insufficient, 
as they would reduce costs 
only by 2JS per cent a year. 
The savings potential was 20 
per cent, he said. 


Sobchak tries to fight 
off corruption claims 


By John Thornhill 
in Moscow 

Anatoly Sobchak, the former 
mayor of St Petersburg and 
a prominent leader of Rus- 
sia's democratic revolution, 
is fighting to clear his name 
after being attacked for 
alleged corruption in the 
press and hounded by the 
judicial authorities. 

The high-profile case is 
raising broader concerns 
about the tactics employed 
by Russia's interior minis try 
in its crack down on 
high-level corruption. Mr 
Sobchak, 60. was last week 
admitted to hospital with a 
heart complaint after questi- 
oning by the St Petersburg 
police. Mr Sobchak described 
police tactics as an “obvious 


violation of human rights 
and the law. and the culmi- 
nation of the persecution 
that began in the spring last 
year". Mr Sobchak has not 
been charged and has denied 
all allegations against him 

A group of Russian intel- 
lectuals has written to Boris 
Yeltsin urging him to stop 
the “political discrediting of 
one of the brightest and con- 
sistent figures in tbe new 
democratic Russia". They 
said the campaign against 
high-level corruption was 
being used to conceal a set- 
tling of scores by rival - and 
unidentified - politicians. 

In some respects, the pur- 
suit of Mr Sobchak resem- 
bles the case against Sergei 
Stankevich. a leading light 
of the democratic movement 


and former adviser to Mr 
Yeltsin, who was charged 
with accepting a $10,000 
bribe and is still awaiting 
extradition from Poland. 

This week. Gavriil Popov, 
former mayor of Moscow, 
defended Mr Sobchak, say- 
ing the decision to pursue 
him had been politically 
motivated. Mr Popov said 
“any administrative work in 
Russia is inescapably con- 
nected with a gigantic num- 
ber of misdemeanours and 
violations, but I am deeply 
convinced that Sobchak did 
not participate in any crimi- 
nal activities”. 

The Russian Interior min- 
istry has said It is investiga- 
ting Mr Sobchak's activities 
while mayor of St Peters- 
burg, after allegations that 



Sobchak: bid to clear name 


be had accepted bribes ana 
was involved in real estate 
scams. Soon after his defeat 
in the election for tbe gover- 
norship of St Petersburg last 
summer, critical articles 
about Mr Sobchak appeared 
in the press. Mr Sobchak has 
successfully sued Komsomol- 
skaya Pravda over an article 
it carried in February. 


Budget 
report 
says EU 
payments 
‘fairer’ 

By Lionel Barber in Brussels 


The. European Commission- -.4 
will publish a long-awaited ' 
study on the European * 
Union budget today in a 
move to counter a burgeon- : - 
Ing German and Dutch cam- 
paign for lower contribn- : - .. 

tiOIlS. - • . r t 1 

The study’s chief conch*- ; 
sion is that national contrl- 
buttons have become fairer 
in recent years because they 

are roughly propwti onal to 
a country's gross national 
product. The Commission : 
hopes that its Endings will .... 
defuse, a row which could 
spill over into an already 
difficult debate over the 
costs of admitting new mem- 
bers from central and east- ..." 
era Europe. - ' - " 

EU. finance ministers wffl : *V-- 
disease the report in Laxem- ' : 
bourg on Monday. It will . 
offer a -test of whether the 
net contributors - led by 
Germany - intend to posh 
their claims in the face of 
resistance among net recipi- 
ents led by Spain. 

. The EU budget balances 
national contributions based 
ou customs duties, value 
added tax and gross 
national product against 
national receipts through 
regional aid and the, Com- 
mon Agricultural Policy. 

In 1996, regional aid and 
CAP spending accounted for 
32 pear cent and 51 per cent 
of the budget Without men- 
tioning the important. Ger- 
man farm lobby, the study 
points out that this uneven 
distribution *% the implicit 
result of deliberate policy 
choices”; - 

Thus Germany finances 29 
per cent of the budget, but 
receives only 14£ per cent 
of total spending, of which 
15.5 per cent comes from the 
CAP. By contrast, France 
finances 17.5 per cent of the ' 
budget, but receives 17.7 per • . 
cent of the total, of which 
24-5 per cent is from the 
CAP. 

Although the Commission 
has traditionally been wary 
of being drawn into a verbal 
battle over statistics, it has 
decided to publish data aha- - 
lysing the budgetary reia- ; , 
ti o n s hip between the EU and 
its 15 member-states. 

Between 1993 and 199& Y 
the EU spent almost 
EcuSObn ($33bn) less- than 
the appropriations voted hi ' - 
the budgets, largely thanks 
to favourable trends in . . 
world farm prices and bud-; - Y.' 
getary restraint - j-' 

The relative weight ofihe ,• 
VAT “resource" is declining, 
thanks to a progressive ■ 
reduction in the maximum 
rate which can be called,- 
upon. The study forecasts -. 
that by 1999 the, GNP 
“resource* wfU account feri Y 
half of the contribution , r- Y 
against around 30 pet cent Y- ' " 
for VAT. • ' : • ' -Y ■ 

The individual contribu- - 
tions of each member-state 1 
are linked to- their rate ■off ■■ , : 
growth —'which can. Tend' to 
big fluctuations in the short i 
term. Urns, the Gennad conYY/V-; 
tribution to vthe EU 1 . budget;; 
in Ecu increased by £0 -per .*;?-•• 4 
cent a ' . year-' ;bn . average- V s -- 
between . 1990 and: 1994; but 1 V"'Y~ : 
stagnated between 1994 and.";; 

1996. 

Italy’s payments to thelSff -Y - . 
budget in Ecu declined by jzfc 
per cent in 1994 and'17 j>er 
cent in 1995, but increased > 
by 40 per cent in. 1996. 

This compares with fhe : . 
average EU-wltde increase to /'' - 
contributions of arOund ;12‘ 
per cent . a : year between 
1990 and ib&U and almdet . v , - . 
6*5 Per cent a year' between ■' 

1994 and 1997-r ; * ;'. -vY' 

Jacques' Banter Coxmxds- 
ston. president, says ti» EB^ 
risks “r unning Inin & wnTT** ~.-r 
if eountiies oppose reforms ^ ; 

needed to take in Y ^ - “ 

farm-intensive' 1 econozUSes' ~ -'•- ' ' 
from the east 

; " ; Y Y 
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NEWS: EUROPE 


NEV^DIGEST 

Yeltsin rules 
out third term 

Boris Yeltsin (left), the 
Russian president, denied 
yesterday that he had any 
intention of seeking a 
third term In the Kremlin 
in the year 2000. *1 trill not 
present my candidacy lor 
a third term.” Mr Yeltsin 
said on his arrival in 
Strasbourg for a Council of 
Europe summit. In an 
apparent attempt to kill 
off recent speculation that 
he might run a gain Mr 
Yeltsin said be was 
“guarantor of the 
constitution*' and had to 
set an example. The 
u_u — - Russian constitution 

nnuts a president to two terms, but some Kremlin aides 
a *f ue< * tbat - since Yeltsin was first elected in 1991 
| under the old Soviet Constitution, he could present 
another term as only his second under the 1993 Russian 
co nstit ution, indicating his support for the youthful 
i reformers in his government. Mr Yeltsin said of his 
possible successor - We will hope it will be a young, 
energetic, battling democrat". Reuters. Strasbourg 

ITALIAN PRIVATISATION 

30% sell-off of Enel planned 

The Italian government intends to privatise at least 30 per 
cent of the state-controlled power company Ente 
, Nazionale per l’Energia Elettrica (Enel) in 1998, Umberto 
Carpi, undersecretary for industry, said yesterday. Any 
j privatisation would be subject to parliamentary approval. 
The government's intentions were later confirmed by 
Romano Prodi, prime minister, who told the lower house 
of parliament that the goverment intended to maintain a 
majority stake in EneL 

The announcements came before Mr Prodi offered his 
! resignation after failure to pass budget legislation for 
next year. AP-DJ. Rome 

GERMANY 



Schroder backs Eurofighter 

Gerhard SchrOder, a likely Social Democratic challenger 
to Helmut Kohl in Germany’s federal elections next year, 
yesterday defied bis party’s official line to back the 
four-nation Eurofighter defence project Mr SchrOder, 

1 premier of the state of Lower Saxony, said “when we need 
a new fighter aircraft . . .then it makes sense for it to be 
I built in Germany." 

The SPD parliamentary party has said it would vote 
. against Bonn’s plans to order 180 Eurofighters at an 
' expected cost of DM23bn (SI3bn). Opponents of the project 
I were given further ammunition yesterday when Hedda 
von Wedel, president of the federal audit office, repeated 
warnings about possible teehnirai problems and cost 
overruns. The audit office's report on the project remains 
unpublished, however. Ralph Atkins, Bonn 

Observer, Page 17 

■ COUNCIL OF EUROPE 


Leaders meet on rights 

Leaders of the 40 members of the Council of Europe meet 
in Strasbourg todajf to reinforce and extend the ‘‘ 
organisation’s watchdog role on human rights in Europe. 
The summit, only the second in the pan-Eurcpean body's 
48-year history, is expected to turn the Council’s well 
known human rights court into a full-time body within a 
year, appoint a human rights mediator, and encourage 
more members, particularly in eastern Europe, to sign the 
Council’s social charter. 

The summit will also endorse the idea of a - 
continent-wide ban on human cloning and closer 
co-operation to combat corruption, organised crime and 
money laundering. Usually eclipsed by and sometimes 
confused with the European Union, the Council gained 
[ profile once the end of the cold war brought a stampede of 
applicant countries eager to get a stamp of approval for 
1 their aims of joining the EU and Nato. Russia and Croatia 
joined last year. David Buchan, Diplomatic Editor 


FINLAND AND EU 


Speed enlargement, says PM 

Paavo Lipponen, the Finnish prime minister, said 
i yesterday the European Union needed to revise its 
common foreign and security policies and step op the 
| pace of enlargement. Speaking at an international 
seminar in Helsinki, Mr Upponen said this year's 
m tor-governmental conference in Amsterdam had foiled 
to Tpake significant progress on a number of issues. 

He added “that in the politically crucial issues, the 
composition of the Commission and the weighting of 
■ votes in the council, the outcome [in Amsterdam] was a 
meagre compromise putting off the problems to an 
uncertain date". 

, while welcoming Estonia’s inclusion in the list of 

i countries to be considered for the next phase of 

enlargement, he said Latvia and Lithuania should have 
been included. “Finland supports all Baltic states in their 
endeavours to join the Union. None of the applicants 
should be left out of the process." Tim Burt. Stockholm 


DANUBE DAM 

lungary ‘must finish project’ 

wakia’s prime minister, Vladimir Medar, said 
rterday be would insist that Hungary should complete 
part of a common dam project od the River Danube. 
le insist that tire Gabcfkovo-Nagymaro6 project be 
mpleted, and we assume that Hungary will dow to the 
ting of the [United Nations] international court," Mr 
«iar told the Slovak parliament, 
h its first big environmental case, the International 
urt in The Hague ruled last month that both Hungary 
d Slovakia had breached a 3S77 treaty to harness j the 
nube with a joint hydroelectric project The deal was 

toeen the communist governments of the 

(□-Czechoslovakia and Hungary. Budapest stopped 
ik on its dam at Nagymaros in 1980 underpressure 
“Smmsntal gmups »d ta W 
riect But Czechoslovakia completed its P^ofthe 
ric at Gabcikovo, which was taken over by Slovaida 
a Czechoslovakia split in 1993. Reuters, Bratislava 

FRENCH NATIONAL SAVINGS 

overnment to probe network 

, TTrPnrb eovemmeni yesterday set up a commission to 
^modifications to the legal 
oarone the national savings bank network, winch is 
criticised by its 

^uy minister, . modern management an 


Moslems’ Srebrenica poll win test for Nato 


By Guy Dfomore hi Belgrade 

Nato faces a crucial test of 
its commitment to the Bos- 
nian peace process after 
local election results 
released yesterday showed 
Moslem parties had won con- 
trol of the Serb-occupied 
town of Srebrenica, scene of 
the war’s worst massacres. 

The Organisation for Secu- 
rity and Co-operation in 
Europe (OSCE), which ran 
the elections, said Moslem 
candidates drawing support 


from refugees living else- 
where in Bosnia had won 25 
seats on the council, while 
the two main ultra -national- 
ist Serb parties took 20. 

More than 7,000 Moslem 
men are missing from Sre- 
brenica, a United Nations- 
designated “safe area" 
stormed by the Bosnian Serb 
army in July 1995. Mass 
graves around the eastern 
town hold the bodies of 
many executed or killed as 
they fled. 

Radovan Karadzic, former 


Bosnian Serb president, and 
General Ratko Mladic, his 
military commander, were 
both indicted by the UN war 
crimes tribunal in The 
Hague for their alleged role 
in the Srebrenica bloodbath. 

The international commu- 
nity has threatened to with- 
hold aid from towns that foil 
to convene their newly 
elected councils. 

Western governments 
hope the local elections will 
lead to a ret uni of refugees 
to their homes, a key step in 


the process of trying to rein- 
tegrate Bosnia’s Moslem, 
Serb and Croat communities. 

“This could be the begin- 
ning of integration," said 
Hrair Battan. director of the 
International Crisis Group, 
which monitors the Bosnian 
peace process from Sarajevo. 

“This is a window of 
opportunity, but it depends 
on the political will of the 
international community to 
implement these results, to 
use the means at their dis- 
posal," he said. 


Mr Kalian and other ana- 
lysts doubt Moslems will be 
able to return to eastern 
Bosnia as long as Mr Karad- 
zic and his hardline faction 
wield power. 

Speculation is mounting in 
Sarajevo that Nato will soon 
try to arrest the heavily 
guarded Mr Karadzic. 

Emptied of its Moslem 
population, Srebrenica is an 
Impoverished town filled 
with Serb refugees from the 
suburbs of Sarajevo now 
controlled by the Moslem- 


Croat federation that makes 
up the other half of Bosnia. 

Return by Moslems to the 
east would need a reciprocal 
commitment by the federa- 
tion to allow displaced Serbs 
to resettle in their homes. 

The first official reaction 
from Srebrenica was not 
encouraging. The current 
mayor, Stanko Rakic, 
rejected the OSCE results, 
insisting they were not offi- 
cial and that OSCE had 
admitted there were errors 
in compiling them. 


Turkey’s Islamist party ‘must be more open’ 


By John Barham in Ankara 

Istanbul's Islamist mayor, a rising 
star in Turkey’s opposition Welfare 
party, said in a rare interview pub- 
lished yesterday that his party had 
to be more open to outside influ- 
ences. 

Recep Tayyip Erdogan told a 
Turkish newspaper that “there are 
many things that we could learn 
from other parties’ programmes, 
from the process of globalisation 
and from science”. 

Mr Erdogan. 43. is often consid- 
ered both a hardliner and a strong 
candidate to replace Necmettln 
Erbakan, Welfare’s septuagenarian 
leader, who could be banned from 
politics for five years if the 


supreme court accepts a demand 
by state prosecutors for the party's 
closure. 

Mr Erdogan implied that Mr 
Erbakan was losing touch with 
modern Turkish society and 
warned that Welfare should not 
turn its back on innovations and 
market forces. 

He also implicitly rejected secu- 
larist accusations that tbe party 
was undemocratic and would turn 
Turkey into an obscurantist soci- 
ety closed to outside influences. He 
said political debate should 
“always be carried out in front of 
the people to make tbe party stron- 
ger". 

Mr Erdogan was elected mayor 
in 1994 and has run tbe city suc- 


cessfully compared with tbe previ- 
ous corrupt and incompetent left- 
wing incumbents. But he has had 
to moderate his strict interpreta- 
tion of Islam to fit Istanbul’s west- 
ernised values. He said: “Islam is 
my point of reference. There can be 
changes in thinking inside Welfare 
without contradicting Islam, but I 
am ready for any kind of change in 
mentality. The issue is to bring 
people into line with modern 
times." 

The mayor has taken to travel- 
ling around the country And is 
often greeted by cheering crowds 
chanting “Erdogan Prime Minis- 
ter!” 

Although candidates to take over 
a reconstituted Islamist party in 


the event of Welfare’s closure have 
already begun manoeuvring dis- 
creetly in the shadows. Mr Erdo- 
gan denied that he has any designs 
on the party leadership. 

Yesterday Mr Erbakan, who 
founded Welfare’s forerunner in 
tbe 1960s. warned that the party 
would start trying to bring down 
the secularist government of Mesut 
Yilmaz by tabling confidence 
motions in parti ament Up to now. 
Welfare has been more preoccupied 
with preparing its case before the 
supreme court 

■ Turkey’s general staff yesterday 
rejected Russian claims that Turk- 
ish border guards bad shot a Rus- 
sian helicopter ferrying a sick sol- 
dier back to base in Russia. 


Moscow said the Mi-8 helicopter 
was struck by eight bullets and 
was forced to land after taking off 
from the town of Batumi in Geor- 
gia. where Russian troops man bor- 
der posts with Turkey .Nobody was 
hurt in the incident 

Itar-Tass quoted Russian border 
officials as saying the incident was 
a Tu rkish “provocation, aimed at 
destabilising the situation in the 
Caucasus region". But Turkey's 
privately-owned NTV news chan- 
nel said Turkish officers denied 
that the helicopter had been fired 
on from Turkey. 

Turkey also rejected Russian 
claims that Tu rkish troops had ear- 
lier fired on a border post in 
Armenia. 
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Suppose you could take the ashes 
of a used matcbstick and somehow 
turn them back into a new matchstick, 
to burn again. 

You’d be burning the same fuel, thus 
increasing the life of your fuel reserves. 

And suppose that when you did 
this, 97% of the ashes could somehow 
be used to make the new matchsticks. 
. At BNFL, this is precisely what we 
do with nuclear fuel. Because instead of 
somehow, we have know-how. 

At our Thorp recycling plant at 
Sellafield, used uranium fuel that has 


been burned in reactors arrives in huge 
shielded steel flasks. 

The used fuel assemblies - bundles 
of fuel rods constructed rather like a 
packet of spaghetti - are taken apart 
behind concrete walls and the metal- 
dad fuel rods are then chopped up and 
dissolved in nitric acid. 

Using simple chemistry, we produce 
pure oxides. Uranium oxide can then 
be made into fresh nuclear fuel. 

Plutonium oxide can be combined 
with the uranium to produce Mixed 
Oxide, or MOX fuel. In this way, 97% 


of what would otherwise be high-level 
waste can be used to make new fuel 
capable of being burnt again - just as 
miraculous as turning ashes back into 
matches. (Of the 3% left over as waste, 
most is encased in concrete and steel or 
turned to glass.) 

This technology, developed and 
perfected by BNFL, has already 
secured orders worth over £12 billion 
from UK and overseas customers. 

BNFL is a world leader in nuclear 
fuel manufacturing technology, the 
management of nuclear waste and the 


decommissioning of redundant plants 
- work that provides thousands of 
skilled jobs. 

lb learn more about what we do, and 
how we do it, come and see us at the 
Sellafield Visitors Centre in Cumbria, 
or write to: Corporate Communications, 
BNFL, Risley, Warrington, Cheshire 
WA3 6AS or visit us at www.BNFL.com 
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The market punishe d us, 
says central bank governor 

How Jakarta 

had to pay 
a heavy price 


NEWS: ASIA-PACIFIC 


By Quentin Peei and 
Sander Thoenes in Jakarta 

It is a matter of some pride 
for Sudradjad Djiwandono. 
governor of Bank Indonesia, 
the central bank, that he has 
spent less than any of his 
country's neighbours to 
defend the national currency 
against a regional onslaught. 

But the market has 
punished him for it. “The 
correction of the market has 
been a little bit too much. 
They overshot," he says. 

"The market is very 
extreme," he adds wistfully. 
“When they trust us, they 
trust us like crazy. And 
when somebody's confidence 
is shaken everyone follows.” 

That is what happened in 
August and again in late 
September, when the rupiah 
collapsed to 3,850 to the 
dollar, compared to 2.600 in 
early August, a fall of 32 per 
cent. 

"We tried to squeeze 
liquidity.” he says. “But 
then we realised we can't do 
it just like that. We have to 
look at the exchange rate as 
part of something that is 
happening in the whole 
economy. To have sustain- 
able macroeconomic policy 
you have to get a good 
micro-foundation.*' 

The result, announced on 
September 3. was a series of 
budget cuts, pledges of 
banking reform, luxury-tax 
increases and a gradual 
easing of liquidity and 
interest rates. “It was a 
self-imposed IMF 
programme,” as Mr 
Sudradjad puts It. 

But it failed to reassure 
domestic investors, 
especially those who were 
heavily exposed with far 
higher foreign exchange 
debts than officially 
estimated. 

“The exchange market has 
been very thin," the 
governor says. “Demand has 
been on the rise,” he adds, 
listing importers, companies 
with foreign debt, above all 
those who had failed to 
hedge against their foreign 
exposure, and others savers 
unsettled by the steep 
decline of the rupiah. 

"Our exporters are doing 
fine. There should be enough 
supply {of dollars}. But 
because of the volatility of 
the exchange rate, they are 
holding on to their dollars.” 
The bank offered exporters a 
swap of cash dollars for 
forward dollars but few 
responded. 

Tbat was when President 
Suharto's financial advisers, 
including Mr Sudradjad, 
decided to approach the 
International Monetary 
Fund and the World Bank 
for help. 

“We are not coming 
because we are in such 
trouble,” Mr Sudradjad 
insists, listing $20.5bn in 
reserves, enough to cover 
five months of imports, and 
$2bn in untouched standby 
loans from banks worldwide. 

"You want to be prepared 
for when bad things come to 
worse. With the back-up of 
tbe multilateral agencies 
like the IMF, I hope it will 
give us an additional 
cushion." 

Many feel the governor 
and his allies in tbe cabinet 
also need the IMF and World 



Sudradjad: IMF risk 


Bank backing to enlist Mr 
Suharto's support in 
persuading other ministers 
to co-operate in implement- 
ing reforms long overdue, 
and cutting some ministers' 
pet projects. 

Mr Sudradjad evades that 
issue but pleads: “We've 
been a very good student of 
the IMF. Of course, if we 
accept the standby, there 
must be some condition- 
alities. 

“We do need to address 
the issue of the financial 
sector," Mr Sudradjad 
volunteers. “There are some 
banks which are not really 
in good shape.” Before the 
end of the year, some such 
banks will be forced to 
merge or shut down, he says, 
adding: “Hopefully, when 
you get out of this trouble 
you are more lean and 
clean.” 

He and other ministers 
have also told -Indonesia's 
industry to open their hooka 
and show how much money 
they owe in foreign loans, 
bonds and commercial 
paper. 

Mr Sudradjad readily 
acknowledges that 
companies have been 
encouraged to issue paper 
rather than shares because 
it is so much easier. “If they 
issue commercial paper, they 
just get some rating and do 
it. I want to get the full 
picture on this." 

However, knocking on the 
door of the IMF was a 
difficult step for Mr Suharto, 
who can ill afford to be seen 
to be giving in to western 
pressures in the run-up to 
his expected re-election in 
March. 

The market has responded 
well, boosting both the 
rupiah and the Jakarta 
Stock Exchange, but there 
was a risk. 

“When you are not 
prepared, people blame you 
later on," Mr Sudradjad 
says. 

“But if you prepare, people 
fear it is a much worse 
situation. You must make a 
differentiation between 
going because you need the 
money and going because 
you want to be prepared, 
because bad might go to 
worse." 


S Korea 
plans 
to ease 
rules on 
takeovers 

By John Burton in Seoul 


South Korea plans to eas e 
rules on mergers and acqui- 
sitions, including possibly 
allowing foreigners to 
mount hostile takeover bids, 
the finance ministry said 
yesterday. 

It said relaxed rules were 
needed to improve corporate 
restructuring and prevent 
more bankruptcies among 
heavily leveraged industrial 
groups following the col- 
lapse of several conglomer- 
ates this year. 

Although friendly foreign 
takeovers are permitted, 
Korea has previously 
refused to allow hostile for- 
eign takeovers in spite of US 
demands last year when 
Seoul joined the Organisa- 
tion for Economic Co-opera- 
tion and Development 

However, the finance min- 
istry will wait several 
mouths before making a 
final decision on whether to 
permit hostile foreign take- 
overs when it proposes revi- 
sions to the laws. 

It reiterated tbat the for- 
eign shareholding ceiling in 
listed companies will be 
abolished by 2000. Total for 
elgn holdings in a listed 
company are now limited to 
23 per cent, although the 
ceiling is expected to be 
increased to 26 per cent 
later this year. 

The limit on an individual 
foreign shareholding in a 
listed company will be 
raised to 10 per cent from 6 
per cent by 2000. 

The finance ministry is 
also considering easing 
rules requiting investors 
acquiring more than 25 per 
cent of a listed company’s 
shares to increase their 
stake to 50 per cent plus one 
share. The rule was meant 
to protect management and 
minority shareholders, but 
has proved to be barrier to 
merger and takeover activ- 
ity. 

It proposed amending 
other laws regulating equity 
Investment by the top 30 
business groups in other 
companies so as to promote 
takeovers of insolvent -com- 
panies. At present, units of 
the top 30 conglomerates 
may invest no more than 25 
per cent of their net worth 
in other companies. 

Analysts said the minis- 
try’s actions would help 
stimulate the nation's 
almost non-existent mergers 
and takeovers market, 
which has been hampered 
by a conservative business 
culture that has discouraged 
hostile acquisitions. 

When the Shindongbang 
group tried to mount 
Korea's first hostile take- 
over of the Midopa depart- 
ment store chain earlier this 
year, the Federation of Kor- 
ean Industries, which repre- 
sents the nation's biggest 
conglomerates, intervened 
to stop the bid. It imposed 
an ban on hostile takeovers 
among its members. But the 
collapse of several conglom- 
erates since then has per- 
suaded both the government 
and business groups that 
such attitudes are becoming 
outdated. 

The Dainong group, the 
parent group for Midopa, 
collapsed in August, while 
the Kia motor group, which 
is on the brink of bank- 
ruptcy, has become a possi- 
ble target for a hostile take- 
over by Samsung. 


Malaysia model in need of update 

James Kynge on a growing belief that Mahathir’s system may have to be reformed 

F 



or much of this decade, Mal- 
aysia has been held up as a 
country many in the develop- 
ing world would do well to emulate. 
At home, the virtues of Malaysia Inc, 
the cozy symbiosis between some 
businessmen and government lead- 
ers, have been widely extolled. 

Nine years of economic growth at 
above 8 per cent attest to tbe fact 
that much has been achieved. Yet 
now, as growth slows, prominent 
Malaysians are challenging the very 
foundations of a system which many 
now regard as an unsustainable lux- 
ury. 

"We are taking a hard look at our 
policies and I believe there will be 
considerable adjustments." said Prof 
Mohamed Ariff, executive director of 
the Malaysian Institute of Economic 
Research, the country's top think- 
tank. “There Is a concern that capi- 
tal has not been used very effi- 
ciently," he added. “For our level of 
investment, we should have been 
having double-digit gross domestic 
product growth." 

The ratio of Malaysia's capital 
investment to GDP was 43 per cent 
last year, the highest level in any 
south-east Asian “tiger” economy. A 
conviction that this investment has 
for years been yielding below par 
returns has been behind the current 
economic crisis in which the stock 
market and local currency have 
plunged. 

The burning question now is why 
the returns have been so poor. 
Answers forwarded so far are implic- 
itly critical of the economic system 
created by Mahathir Mohamad, the 
prime minister, and Daim Zainud- 
din, his influential economic adviser. 
Reformists are generally pinning 
their hopes on Anwar Ibrahim, the 
deputy prime minister, finance min- 
ister and Dr Mahathir's potential 
successor. But his ability, and even 
his willingness, to carry out such 
fundamental changes are untested. 

One of the issues, for instance, is 
the so-called “negotiated tender”, a 
behind-the-scenes process by which 
the government first chooses busi- 
ness groups to execute a project and 



Faces of two economic models: Mahathir Mohammad in Kuala Lumpur 
yesterday and (inset) his deputy Anwar Ibrahim, the reformers’ hope 

then negotiates the contract price 
with them. Samy Vellu. the public 
works minister, last month took 
issue with the “negotiated tender”. 

He suggested open, competitive ten- 
ders - which are standard practice 
in the west - would be less wasteful. 

“For example, when we offer a 
MSlOm ($3m> project for develop- 
ment through the negotiated tender 
system, the contractors bidding for 
it will only negotiate for a price of 
around MSlOm." said Mr Vellu. “But 


through the competitive tender sys- 
tem. there may be contractors who 
may offer M$6m far the same proj- 
ect" 

To outsiders, Mr Vella's point may 
sound academic. It is not Negotiated 
tenders cement the loyalty of big 
business to Dr Mahathir and his 
administration and lie at the heart 
of Malaysia Inc. In return for con- 
tracts, the prime minister can expect 
that corporations will do his bidding 
and support him in a crisis - as 


many appear to be doing at the 

moment 

The economic crisis has. however, 
stirred public censure. People are 
criticising the soaring toll prices on 
privatised roads; Indepe ndent power 
producers which won lucrative gov- 
ernment contracts are now widely 
seen to be profiting disproportion- 
ately at industry's expense; the pro- 
posed price of a train ticket to Kuala 
Lumpur’s new international airport 
is comparable to that of a similar 
railway in Switzerland. 

“The mega-projects are for mega- 
kickbacks and mega-contracts for 
some." said Fan Yew Teng. a writer 
and former member of parliament 
‘They cost the country too much.” 

Those who support reforms to Mal- 
aysia’s system also believe that bum- 
ness should be subjected to greater 
tra ns parency. This is deemed neces- 
sary partly to allow “tbe miraculous 
power of the market" to expose eco- 
nomic weaknesses before they 
become too entrenched, said Prof 
Ariff. 

The Malaysian model, however, 
revolves around suppressing nega- 
tive news. Brokerage house analysts 
are chided by authorities if they 
report or speak too bleakly about the 
economy. The local press, which is 
owned by businessmen or organisa- 
tions with close links to the govern- 
ment, does its best to put a positive 
gloss on events. The foreign press is 
regularly the object of Dr Mahathir's 
scorn. 

There is also a concern that the 
return, of foreign portfolio investors 
to the stock market may be retarded 
if such opaque ways continue. One 
senior Malaysian official suggested 
in private that Kuala Lumpur should 
bring forward from 2001 the date by 
which listed -companies should com- 
ply with full disclosure rules. 

But although several intellectuals, 
officials and businessmen embrace 
the idea of an open economy driven 
more by the market and less by poli- 
ticians, it is an open question as to 
whether their wish will materialise. 
Dr Mahathir may decide to stand in 
the way. 


China moves towards 
setting up mutual funds 


By James Harding in Beijing 

When President Jiang Zemin 
announced last month that 
China would speed the sale 
of state assets and increase 
public ownership, he gave a 
fillip to the fledgling stock 
markets and financial ser- 
vices industry. 

With much less fanfare 
this week, the Beijing leader- 
ship delivered another. The 
State Council, China's cabi- 
net, has approved regula- 
tions for establishing mutual 
investment funds. 

The long-awaited mea- 
sures could signal the birth 
of a fund management 
industry in China and prom- 
ise to foster institutional 
investment helping to stabi- 
lise the speculative and vola- 
tile markets. 

China's state media has 
announced only that the reg- 
ulations have been 
approved, giving no further 
details of when or how they 
will be implemented. 

But brokerages in China 
have taken heart from the 
move, which they hope will 
help address the three most 
common concerns about the 
mainland's young capital 
markets: low liquidity, high 
volatility and a lack of trans- 
parency. 

For international fond 
managers, the passing of the 
rules governing domestic 
mutual funds raises hopes 
that another long sought 
after measure to allow Sino- 
foreign joint venture invest- 
ment funds may follow 
shortly. 


Brokers covering the 
mainlan d stock markets in 
S hang hai and Shenzhen say 
the introduction of mutual 
funds is the inevitable com- 
plement to Mr Jiang's pledge 
at the Communist party con- 
gress last month to float 
more state assets, part of a 
more aggressive approach to 
reforming the troubled state 
sector. 

His call for greater “diver- 
sification of ownership” in 
China was followed by news 
tbat the authorities had 
raised the quota lor new 
issues for 1998 to Yn50bn 
($6bn) from Yn30bn this 
year. It was Ynl5bn in 1995. 

Chen Xingdong, chief 
economist for Peregrine 
Securities in China, says; “It 
is clear China is going to use 
the capital markets to 
finance state-owned enter- 
prise reforms." 

There are already more 
than 80 closed-end mutual 
funds operating in China, 
but they are small and few 
are officially sanctioned by 
Beijing. The regulations 
passed this week are expec- 
ted to allow for introduction 
of open-end funds that allow 
investors to cash in their 
positions at any time. 

Analysts believe the 
mutual funds will draw 
more investors to the mar- 
ket, providing buyers for 
state assets and encouraging 
institutional investment that 
will give grounding to mar- 
kets that one foreign fund 
manager describes as “a 
retail casino". 

But if the mutual fund 


business is to win the trust 
of small investors and. in the 
longer term, serve as a basis 
for what could be a large 
pension fund industry, 
China will have to foster a 
new generation of profes- 
sional fund managers. 

Foreign financial sendees, 
companies hope the need for 
“technology transfer” will 
provide the impetus for the 
second stage of mutual fund 
regulation, allowing Smo-for- 
eign joint venture 
funds. 

The joint venture funds 
have been under discussion 
for a long time and a num- 
ber of international busi- 
nesses - such as American 
International Group, Jardine 
Fleming, Van Eck Global 
and Templeton - are under- 
stood to have looked closely 
at the opportunities pres- 
ented by the Chinese mar- 
ket. 

Sheri yin Wanguo, China's 
largest domestic brokerage, 
says tbe company has “dis- 
cussed the possibilities of 
co-operation with a couple of 
investment funds from tbe 
US, Japan, Korea and 
Taiwan", but is waiting for 

approval of the regulations. 

“What we are asking our- 
selves now.” says the chief 
representative of a promi- 
nent international invest- 
ment firm, is whether rules 
for joint venture mutual 
funds will “follow on 
shortly, or will they let local 
funds have a go first and 
then consider opening up to 
foreigners? Either way. it's a 
business of the future.” 


‘Karoshi’ award may not spell death to overwork 


By Gwen Robinson In Tokyo 

Death by overwork, or 
karoshi in Japanese, has 
taken on a new significance 
for corporate Japan in the 
wake of a ruling by the 
Tokyo high court against 
Dentsu, the world's largest 
advertising company. 

In a landmark judgment, 
the court said Dentsu was 
responsible for the suicide in 
1991 of Ichiro Qshima. 34. Mr 
Osbima's parents sued 
Dentsu for damages, claim- 
ing their son was driven to 
suicide because of depres- 


sion brought on by over- 
work. 

The ruling last month 
upheld a lower court deci- 
sion that Dentsu was at 
fault, but awarded the par- 
ents only Y86m i $726,000) in 
damages, 30 per cent less 
than the initial ruling. 

Japanese corporate law- 
yers said the ruling against 
Dentsu set another prece- 
dent in labour law, following 
a growing number of victo- 
ries for AerosAf-related cases 
in the past year. The judg- 
ment is likely to hasten a 
government move to intro- 


duce tougher regulation of 
work hours and conditions, 
he added. 

Japanese courts officially 
recognised 76 karoshi cases 
in tbe year to March 1996, 
twice the number of the pre- 
vious year. The number has 
grown steadily since then - 
a phenomenon which Japa- 
nese lawyers attribute to 
society’s increasing willing- 
ness to recognise tbe syn- 
drome, rather than to an 
actual increase In cases. 

“This latest ruling, which 
found a company responsible 
for the suicide of an 


employee, is the first such 
case to reach the high court 
- it will definitely set a pre- 
cedent for cases which are 
following,” said Toshiro Uen- 
ayagi, a lawyer who is han- 
dling several karoshi cases. 

Eight years ago, Mr Uen- 
ayagi together with legal col- 
leagues and a group of doc- 
tors established a national 
karoshi telephone hotline. 
The free counselling service 
receives more than 125 calls 
on some days, mainly from 
widows of company employ- 
ees who died from overwork 
while in their 40s and 50s. 


More than half the calls con- 
cern questions about litiga- 
tion and compensation 
rights for bereaved families. 

Many callers tell office 
horror-stories similar to Mr 
Oshima’s case. Within a year 
of joining Dentsu in April 
1990, Mr Oshima was was 
handling about 40 corporate 
clients. He had taken just 
one half-day vacation in that 
year, and in the months 
before he committed suicide, 
had been working until 
6J3Q am every three days, the 
high court said. 

Around that time, he 


began telling his boss: “I 
cannot function any more as 
a human being, I wake up 
after only two hours of 
sleep." 

The ruling against Dentsu 
highlighted the “hypocrisy*' 
of Japanese corporate cul- 
ture. said Mr Uen&yagL Lake 
most other large companies, 
Dentsu's in-house regula- 
tions stipulate employees 
work from 9.30 am to 5 pm. 
But employees habitually 
work overtime on an unoffi- 
cial and unmonitored basis, 
often to meet Impossible 
goals, he said. 


NEWS DIGEST 


Japan resumes 
N Korea food aid 


Japan yesterday resumed food aid to North Korea and 
announced it would donate $27m worth of humanitarian 
assistance to the famine-stricken country. The aid will be 
channelled through the World Food Programme, which 
will use the money to buy 67,000 tonnes of surplus Japa- 
nese rice for distribution in North. Korea, said the govern- 
mep Unsafe 

Tokytfsmove is the latest sigh of a thaw in, simny rfe- 
tions between Japan and North Korea, a nd follows infor- 
mal normalisation talks in Beijing in late August The 
talks led to Pyongyang's agreement to permit Japanese 
wives of North Korean nationals to visit their homeland 
for the first time since they went to North KoreaVith .. 
their husbands. The first group of 10 to. 15 Japanese : 
women is expected to arrive in Japan from -North Korea 
later this month. Owen Robinson, Tokyo 

INDIAN TRADE 


Export growth slows to 2.3% 

India's disappointing trade performance continues, 
according to the latest official figures, winch show 
exports up only 2.3 per cent in August over the same 
month a year ago at $2.6bn and imports up just 2.7 per 
cent at $2.9bn - figures confirming there remain few signs 
yet of an industrial pick-up. * 

Exports grew in dollar terms by only 4 per cent last 
year overall, a sharp reverse from twojffevious years of 
growth above 20 per cent Tbe Indian government 
recently scaled down Its export growth target for 1997-88 . 
for a second time, to less than 10 per cent, having begun 
the fiscal year from April hoping for growth approaching 
15-20 per cent 

The high real level of the Indian rupee has been 
blamed. The rupee has been kept firm by strong foreign 
direct and portfolio investment flows while import ■ . . . 
demand remains relatively depressed. 

Mark Nicholson, New Delhi 

CHINESE POLICY 


Liberia’s HK consulate closed 

China has ordered the closure of Liberia's consulate in 
Hong Kong in response to Monrovia’s recognition of 
Taiwan as well as Beijing, tbe Chinese foreign ministry 
office in Hong Kong said yesterday. C hina has sought to 
isolate Taiwan and rejects dual diplomatic recognition as 
a breach of its “one China” policy. 

Tbe order against the consulate, which is staffed only 
by an honorary consul, was effective immediately. Chi- 
na's foreign ministry said. John Ridding, Hong Kong 

JAPANESE ECONOMY 


Extra budget plan denied 

Japan’s policymakers yesterday played down speculation ' 
of an imminent supplementary budget to support the 
lacklustre economy. Taku Yamasaki, a senior member of 1 . 
tbe ruling Liberal Democratic party, appeared to rule but ' 
income tax cuts, while Hiroshi Mitsuzuka, finance minis- . 
ter, said the government bad no plans to resort to- fiscal 1 
measures to stimulate the economy. 1 ; . 

Instead, the government appears to be planning a pack- 
age of accelerated deregulation, and measures to increase . 
liquidity in tbe moribund property market, and cuts in i-L 
the marginal rate of corporate taxation. - v “- 

Paul Abrahams,. Tokyo 
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NEWS: INTERNATIONAL 


wins 


®Sf Paul Batts fn Mian . 

The old Italian hardline 
Communist left had the das 
oj imhfe yesterday. Not only 
ma It force the head of 
Italy’s first centre-left gov- 
ernment to offer his resigna- 
tion but one of its most mili- 

^\f£? < 2L authws "» 

the Nobel Prize for Litera- 
ture. 

i,- A P* p ? ^ expectations. 

toe Swedish Nobel Acad em y 

yesterday awarded the 
world's most coveted literary 
prize to Dario Fo, the 71- 


y ear-old ■ It alian comic actor 
and playwright author of 
more than 60 satirical plays, 
including "Mistero Buffo”, 
"Accidental Death of an 
Anarchist" and “Cant Pay. 
Won’t Pay". 

Italian state television 
applauded the academy’s 
choice. However, *n«ny Ital- 
ian and international cul- 
tural figures were critical of 
the decision. Air Fo is the 
sixth Italian to win the prize 
since it was first awarded In 
1901, The previous Italian 
winner was the poet Eugenio 


Israelis open 
up telecoms 


By Judy Dempsey 
in Jerusalem 

Bezeq, Israel's state- 
controlled telecommunica- 
tions company, will open the 
domestic market to full com- 
petition by January 1999 fol- 
lowing a decision yesterday 
by the communications min- 
ister to dismantle its monop- 
oly. . 

The decision follows the 
recent break-up of Bezeq’s 
monopoly in international 
services, reducing phone 
charges by 75 per cent. 
Bezeq’s share in this sector 
has since declined by half. 

Limor Livnat, the commu- 
nications minister, said she 
intended to change Section 
50 of Bezeq’s charter in the 
coming weeks, scrapping its 
monopoly over domestic ser- 
vices and paving the way fin- 
tenders which will be issued 
early next year. 

"It is a welcome develop- 
ment,” said Keith Phillips, 
analyst at Socidte Gendrale. 
"But we will have to see how 
the government proceeds 
with its privatisation of 


Aa part of its privatisation 
programme and its bid to 
break np large monopolies 
which have stifled competi- 
tion, the government wants 
to sell a further 11 per cant 
in Bezeq fay the end of the 
year. 

This would reduce its 
stake firom around 63 per 
cent to 52 per cenL 


But it has faced stiff oppo- 
sition from the Histadjrut, 
the trade union movement. 
Last July, the unions para- 
lysed Bezeq, shutting down 
all its services after the gov- 
ernment sold a 12.5 per cent 
stake of the company to Mer- 
rill Lynch, the investment 
bankers for $25Cm. 

The unions c laim ed they 
were not consulted in a deal 
which they said should have 
entitled them to an employ- 
ees’ stake in the company. 

This month, the union said 
it would continue to block 
further privatisation plans 
in other sectors unless the 
government made substan- 
tial provisions for pensions 
and possible redundancies. 

Against this background, 
it is unclear bow the govern- 
ment will proceed with 
reducing its stake in Bezeq. 
It wants to issue a public 
offering in Tel Aviv but ana- 
lysts say there might not be 
enough demand given the 
abundance of telecom stocks 
on the world markets, 

Merrill Lynch has the 
option of selling back to the 
government, at the original 
price of Shk9.79 a share, 10 
per cent of its shares if it . 
foils to place them by the 
end of next February. 

Israeli officials said Merrill 
Lynch was holding back its 
shares - a strategy which 
may force Bezeq’s under- 
writers to recommend the 
issue of convertible bonds 
rather than a public offering. 



Montale in 1975. 

The committee said it had 
chosen Mr Fo for "emulating 
the jesters of the Middle 
Ages is scourging authority 
and upholding the dignity of 
the downtrodden”. 

The committee added that 
Mr Fb’s plays had been per- 
formed all over the world for 
many years, perhaps more 
than those of any other con- 
temporary dramatist, and 
that his influence was con- 
siderable. 

Mr Fo’s admirers have 
described him as a modern- 


day Italian Molidre using 
laughter and gravity to show 
up the injustices and hypo 
crisies of society, the church 
and the powerful. 

His play "Accidental 
Death of an Anarchist” was 
directly inspired by the wave 
of extreme right-wing terror- 
ist bombs in Italy 30 years 
ago, which were blamed on 
anarchists. 

Mr Fo. who has long lived 
in Milan, was a former mem- 
ber of the old Communist 
party and in 1980 was 
refused a visa to the US. 


His critics dismiss his an 
as “agit-prop farce” which 
has seen its day with the fall 
of the Berlin Wall and the 
end of Eurocommunism, 
though the events in the Ital- 
ian parliament yesterday 
suggest the old Eurocommu- 
mst guard has not yet given 
up its struggle against the 
new liberal left. 

"I was surprised, though 
pleased for Milan," said Mr 
Salvatore Carrabba, the 
city's councillor for culture. 
Arts, Page 15 
Observer. Page 17 
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Bitter Cameroon poll provides 
test for economic reform drive 


By Nicholas Shaxaon 
in Yaounde 

The outcome and conduct of 
Sunday's presidential elec- 
tion in Cameroon may indi- 
cate whether an economy 
accounting for half the gross 
domestic product of central 
Africa will make a break 
with a poisoned past 

"With the right policy 
framework in place this 
country could be the tiger of 
Africa,” says Robert Lacey, 
the World Bank's resident 
representative in Cameroon. 

He and other economists 
say if resource-rich Camer- 
oon can free itself from its 
debt burden it could fulfil its 
natural role as a motor of 
growth for the region. 

An enhanced structural 
adjustment facility (Esafl 
agreed in August with the 
International Monetary 
Fund will allow Cameroon 
access to loans worth 
SDRl62m ($220m) over three 
years. And economists say 
the confines of the agree- 
ment are so narrow that the 
government has almost no 
room to err. 

Because of Cameroon's 
poor track record - four 
standby deals with the IMF 
since 1988 fell apart - moni- 
toring teams will come every 
three months instead of the 
more normal six months. 
The first is due this month. 

The elections have pro- 
vided a groat temptation to 
stray, however. President 


Cameroon: uncertain future 
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Paul Biya has been touring 
the country dispensing 
money and favours even 
though he is almost certain 
to be re-elected Tor a seven- 
year term. 

The three main opposition 
parties complain of an unfair 
electoral system and have 
pulled out. leaving eight 
opposing candidates who 
Cameroonians say are 
almost unknown. 

Few people expect wide- 
spread violence although 
police and army reinforce- 
ments have been sent to the 
volatile English-speaking 
Northwest Province head- 
quarters of John Fru Ndi's 
Social Democratic Front 
(SDF), which is considered 
the strongest opposition 
party in the country. 

The SDF and the two other 
parties which have pulled 
out have vowed to pursue an 


ill-defined "active boycott" 
of the elections. Mr Biya's 
heavily armed and French- 
trained security forces have 
crushed dissent in the past, 
killing and and wounding 
scores of protesters since 
before the last presidential 
elections in 1992. 

A nationwide opposition 
campaign called Villes 
Mortes (ghost towns), which 
closed down most of the 
country in 1991, is still a 
fresh memory for many 
Cameroonians. 

Economists are watching 
for signs after the election 
that the team credited with 
securing the Esaf deal, par- 
ticularly Peter Musonge. 
prime minister, and Edouard 
Mfoumou. finance minister, 
remain able to force unpalat- 
able reforms on those with 
powerful vested interests. 

One economist said: “The 



Wc spend 
millions of 
dollars a year 
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wc > rd-c » f-m o u t h 
technoloac. 






big question is: did they 
want this agreement just to 
help with the elections, or 
are they really ready for dif- 
ficult change?" 

Mr Biya's leadership has 
yielded eight consecutive 
years of negative growth 
from 1987 but. since the 50 
per cent devaluation of the 
CFA franc in 1994. a fragile 
recovery is under way and 
the economy is growing by 5 
per cent a year. 

A resource-rich country 
which last year produced 
just over 100,000 barrels of 
oil a day and exports timber, 
cocoa, coffee and cotton. 
Cameroon carried an exter- 
nal debt of CFA Fr4.300bn 
(S7.3bn> at the end of last 
June and without a partial 
debt write-off from its Paris 
club creditors this figure will 
keep climbing. 

The Esaf agreement, 
which set immediate macro- 
economic targets and 
requires long-term structural 
reform, is essential for Cam- 
eroon's creditors. 

"The big challenge in the 
years to come will be privati- 
sation." an economist said. 
"If that works out, then 
Cameroon could come out of 
Its crisis.” However, political 
tensions are simmering, par- 
ticularly in the north and 
Anglophone west Arms are 
trickling in. Diplomats say 
that in the likely event of a 
Biya victory on Sunday, 
uncertainty - on several lev- 
els - is likely to endure. 


NEWS DIGEST 

Mossad chief 
quits inquiry 

, a commission of inquiry set up by the Israeli government 
after the botched assassination attempt on a Hamas 
leader in Jordan got off to an inauspicious start yesterday 
after one of Its members was forced to resign. 

Nahum Admoni, a former head of the Mossad secret ser- 
vice, resigned after he publicly stated his approval of the 
operation against Khaled MeshaL a leader of Hamas, the 
Islami c resistance movement, before his appointment to 
the commission. Opposition parties claim the three-man 
commission lacks teeth since none of its recommenda- 
tions would be binding. Mr Admoni has been replaced by 
Dan Tolchovsky, former head of the airforce. 

The resignation coincides with mounting criticism of 
the government’s handling of the assassination attempt 
and concert} over why the Hamas offer of a dialogue with 
the Israeli government never reached Benjamin Netan- 
yahu, the Israeli prime minister. According to Israeli offi- 
cials, King Hussein of Jordan asked a Mossad agent In 
Amman to pass the message onto the prime minister two 
days before the attempt on Mr Meshal’s life. Israeli gov- 
ernment officials said the issue would be taken up by the 
commission, but dismissed the Hamas offer as nothing 
new. Judy Dempsey. Jerusalem 

■ IRAQ NO-FLY ZONES 

US tightens controls 

The US military has tightened air control over "no-fly" 
zones in Iraq, and Iraqi warplanes will "bear the conse- 
quences" if they continue to violate them, William Cohen, 
defence secretary, said yesterday. 

“We have taken measures to tighten [control over) the 
area around which they seem intent on seeking to exploit 
on a very quick and piecemeal basis," Mr Cohen said. “If 
they make a mistake, they will have to bear the conse- 
quences." 

Defence officials said US warplanes had recently 
Increased patrols over the zones in northern and southern 
Iraq. The US aircraft carrier Nimitz is also steaming 
toward the Gulf with more than 40 warplanes to help 
patrol the southern zone. 

Iranian jets launched strikes last week against Iraqi 
bases of the Ir anian opposition Mujahideen group and 
Iraqi aircraft rose to defend the area, at times violating 
the no-fly zones in the process. Reuters. Washington 

■ CONGO FIGHTING 

Kinshas a issues plea 

Congo, formerly Zaire, yesterday renewed appeals for an 
international effort to prevent the conflict in neighbour- 
ing Brazzaville engulfing the volatile Central African 
region. Troops in Kinshasa fired rockets across the Congo 
river into Brazzaville on Wednesday after shells from the 
twin capital city killed two soldiers guarding President 
Laurent Kabila's offices in Kinshasa. 

Residents in Brazzaville said two people were killed 
when a shell hit a residential area next to President Pas- 
cal Lissouba's palace in the Bacongo district. 

Mr Kabila's junior interior minister Genual Faustin 
Munene termed the rocket attack on Kinshasa as a decla- 
ration. of war, and yesterday issued a fresh call for inter- 
vention in Congo. Reuters, Kinshasa 
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NEWS: THE AMERICAS 


‘F ast-track’ President’s Latin America trip follows in tracks of US businessmen 

vote fuels Clinton hails ‘the quiet revolution’ 

T n an attempt to stir the Argentine beet as well as the maintain smooth ties 

__ A _■ 1 j I interest of sceptical removal of $ 330 m worth of the US. often empbasl 
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By Nancy Dunne 
in Washington 

The White House yesterday 
claimed it had gained 
momentum in its drive for 
congressional passage of 
President Bill Clinton’s bid 
for authority to negotiate 
new- trade deals, but a key 
committee vote signalled 
that the so-called fast-track 
legislation is in deep trouble. 

On Wednesday the House 
ways and means committee 
voted M-14 in Savour of a bib 
which bad only weak provi- 
sions governing the role of 
environment and labour in 
trade negotiations. In spite 
of strong lobbying of com- 
mittee Democrats. Mr Clin- 
ton could convince only four 
members of his party to join 
Republicans in voting for the 
legislation. 

"We believe we can build 
on the momentum of the 
committee and achieve a 
strong bi-partisan vote for 
giving the president the fast- 
track authority he needs to 
open markets." said Mike 
McCurry, White House press 
secretary. 

Opponents claimed they 
are the ones who have the 
momentum. Lori Wallach of 
Public Citizen, a public 
interest lobby group, called 
the vote "a harbinger of the 
dwindling prospects for 
the passage of fast-track 

Noting the aggressive lob- 
bying effort by the president 
vice-president and much of 
the cabinet this week, she 
concluded: “Fast-track is on 
the ropes." 

The ways and means com- 
mittee is traditionally the 
strongest in Congress for 
trade liberalisation. Its chair- 
man. Bill Archer, blamed the 
strong opposition of labour 
for the president's failure to 
gain more Democratic sup- 
port. "The cause of free 
trade is in trouble, clearly, 
unless Democrats do much 
better on the floor of the 
House.” he said. 

It was uncertain whether 


the legislation would go to 
the floor. Republicans fear 
Passing a controversial mea- 
sure without Democratic 
“cover’’. 

The leadership demanded 
seven votes from the com- 
mittee to symbolise Demo-, 
cratic support and 80-90 
votes - which no one t hing s 
is a possibility - in the full 
House. Mr Clinton was work- 
ing hard yesterday to turn 
Democrats around, inviting 
at least 10 members of his 
party for a lobbying session 
at the White House. 

The lobbying will move 
outside the capital next 
week as members disburse 


‘We believe 
we can build 
on the 
momentum’ 


to their home districts for a 
Columbus Day recess. 

The opposition - com- 
posed of hundreds of local 
labour, environment, church 
and farm groups - will be 
holding demonstrations and 
calling on congressional rep- 
resentatives. Their strategy 
has been to link fast-track 
with the unpopular North 
American Free Trade Agree- 
ment holding up examples 
of jobs, environmental degra- 
dation and food safety scares 
as proof of Nafta’s failure. 

They will be up against 
local businesses and the 
message that “trade creates 
jobs". 

America Leads on Trade, a 
coalition of 550 companies in 
favour of fast-track, is 
expanding its radio advertis- 
ing campaign to 104 congres- 
sional districts and 24 media 
markets. It has targeted 27 
states, to “help federal state 
and local elected officials 
and working Americans 
understand the importance 
of fast-track renewal". 


I n an attempt to stir the 
interest of sceptical 
White House reporters in 
President Bill Clinton's sec- 
ond visit of the year to Latin 
America, his national secu- 
rity adviser resorted to a 
quiz. 

“Which country is Amer- 
ica's largest supplier of oil?" 
asked Sandy Berger. “Which 
country has reduced infla- 
tion from 1,600 per cent to 
below 5 per cent today and 
now is the eighth largest 
economy in the world? 
Which country sent peace- 
keepers to over a dozen mis- 
sions in the last seven 
years?” 

The answers - Venezuela, 
Brazil and Argentina - hap- 
pen to be the destinations of 
Mr Clinton's week-long trip, 
which begins on Sunday. 
The White House hopes the 
visit will draw attention to 
the "quiet but impressive 
revolution" in Latin America 
over the last 10 years and 
cement ties across a range of 
issues from trade, the envi- 
ronment and democracy to 
common problems such as 
narcotics and crime. 

If the White House corre- 
spondents remained unim- 
pressed. US business has 
been the opposite. Billions of 
dollars of new US invest- 
ment is pouring into the 
region, increasing American 
dominance among foreign 
investors there. For this rea- 
son plone, the common 
agenda - on issues such as 
investment protection, intel- 
lectual property rights and 
energy - has been growing. 

However, trade will be the 
underlying theme of the visit 
- even though little is expec- 
ted in the way of concrete 
advances. All the leaders 
from the western hemi- 
sphere (save Fidel Castro of 
Cuba) committed themselves 
to a Free Trade Area of the 
Americas (FTAA) by 2005 at 
a s ummi t in Miami in 1994. 
The follow-up summit in 
Santiago next April will be 
critical to advancing the 
project. 

The negotiating clout of 
the US will depend signifi- 
cantly on whether Mr Clin- 
ton has won “fast-track” 
trade authority from Con- 
gress. allowing the adminis- 
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trail on to negotiate trade 
accords without a line-by- 
line veto from the legisla- 
ture. Jeffrey Davidow, assis- 
tant secretary of state for 
inter-American affairs, 
acknowledged that fast-track 
has become important to 
"the environment for serious 
negotiations" of an FTAA. 

According to Peter Hakim 
of the InterAmerican Dia- 
logue. a Washington based 
think-tank: “Fast-track has 
become a symbol of US com- 
mitment to hemispheric inte- 
gration and free trade." 

But despite pressure from 
the White House, fast-track 
has been r unning into prob- 
lems in Congress this week, 
with a significant number of 
Democratic members with- 
holding their support. 


With the fast-track outlook 
uncertain. Washington and 
Mr Clinton’s hosts have con- 
cocted a diversified agenda. 
The president's first stop 
will be Venezuela, which last 
year replaced Saudi Arabia 
as the US’s top foreign sup- 
plier of oil. Venezuela is 
expected to consolidate this 
position in the next 10 years 
as its oil production more 
than doubles to 7m barrels a 
day - with the help of large 
investments from US and 
other companies. 

President Rafael Caldera, 
the 81 -year-old Venezuelan 
head of state who entered 
politics before his US oppo- 
site number was bom. is 
expected to sign an energy 
co-operation accord, updat- 
ing a 1980 agreement with 


Mr Clinton. However, plans 
to sign a mutual investment 
agreement have run into 
last-minute troubles. 

Mr Clinton doses his trip 
in Argentina, where he 
arrives on Thursday, a week 
before Argentine congress- 
ional elections. Political dif- 
ferences between the two 
countries have been slight 
since President Carlos 
Menem jettisoned Argen- 
tina's long-standing non- 
aligned status after he took 
office in 1988. Mr Clinton is 
expected to announce a deci- 
sion to declare Argentina a 
“non-Nato ally". 

In recent months, several 
obstacles to Argentine 
exports to the US have been 
lifted, including a 60-year 
ban on imports of fresh 


Argentine beef as well as the 
removal of $330m worth of 
US countervailing duties on 
Argentine wool leather and 
metal sheets ' and tubes. 
Thorny issues remain, par- 
ticularly US protests over 
weak Argentine patent laws 
which resulted in US sanc- 
tions earlier this year. 

Alberto Kohan; Mr 
Menem ’s chief of staff, dis- 
missed the patent problem 
as “of no great concern", but 
US diplomats disagreed. 
However, the subject is not 
likely to be raised at presi- 
dential level but will come 
up at the Gist meeting of a 
new consultative process to 
begin between the two coun- 
tries at' the ministerial level 

Argentina is hoping to 
reform its copyright act to 
include software protection 
in time for the Clinton visit. 
In 1996, Argentina was put 
on a US priority watch-list 
over patent protection and 
an apparent lack of legal rec- 
ognition for software copy- 
rights. Currently in Argen- 
tina, 71 per cent of all 
software is pirated. 

Regional security, particu- 
larly the situation in Para- 
guay. is also expected to be 
on the agenda, in recent 
days the US has made clear 
its concern that former 
Army General Lino Oviedo, 
who attempted a coup in 
1966, may assume power 
there in this year's presiden- 
tial elections. 

In April 1996, the general 
staged an attempted coup 
against President Juan 
Carlos Wasmosy. After being 
thrown out of the army, Gen 
Oviedo won the presidential 
p rimari es within the ruling 
Colorado party. 

“It is very possible that 
the two presidents may say 
something important on this 
subject, emphasising the 
importance of democracy in 
the region, without making 
specific reference to Para- 
guay,” said a US diplomat 

Paraguay will be an the 
agenda top of the talks with 
President Fernando Hen- 
rique Cardoso in Brazil, - Pa r- 
aguay's traditional patron, 
where Mr Clinton arrives on 
Monday. 

Since he took office in 
1995, Mr Cardoso has tried to 


maintain smooth ties with 
the US. often emphasising 
the link between Mr Clinton 
and himself as politicians -of 
the centre-left, bat with the 
occasional criticism, that 
pleases nationalistic ele- 
merits in Brazil's .political 
establishment He has taken 
the view that to be taken 
seriously in international 
affairs Brazil needs a good 
relationship with the US. 

The centrepiece of the 
visit' win be the signing of a 
- new ’education initiative, 
including co-operation on 
teacher -training, : school 
administration and student 
exchanges, while discussions 
will also cover issues such as 
space exploration and . uses 
of nuclear energy.. - 

Yet, given that the two 
co untiles are the two’ key 
players in the talks to create 
a hemispheric free-trade 
area, the most remarkable 
tiling about the visit will be 
how little mention win be 
made of trade. While both 
countries maintain they are 
firmly committed to the 
FTAA, they have disagreed 
sharply over how it should 
be achieved. 

The US wishes to move 
straight into talks about cut- 
ting tariffs when negotia- 
tions start in earnest after 
*h»> Santiago summit. Brazil 
with an eye on its expanding 
trade deficit, has argued that 
the talks should begin with 
less controversial subjects 
such as subsidies and docu- 
mentation, only building up 
to discussing tariffs at a 
much later date. 

In this situation, setbacks 
in the US Congress to the 
administration's request far 
fast-track authority plays 
into Brazilian •• hands, 
because it prevents the US 
from putting real .pressure 
on Brazilian negotiators. 

Paulo Tarso Flecha de 
T.rma, the Brazilian awihagaa. 

dor to the US, 9aid last week 
that faflure by the US gov- 
ernment to' win fast-track 
authority '‘would not cause 
any sadness in. Brazil". 

Reporting by : Nanqj Dunne 
in Washington, Geoff Dyer in 
Sdo Paulo, Andrea Campbell 
in Buenas Aires and Stephen 
Fidier in Caracas - 
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Following the success story of 1996, 
Lufthansa once again offers an in- 
novative stock ownership program to 
all of its employees this year. And, 
for the first time, a special outperform-- . 
ance stock option plan is established - >/-: jv: 
for executives. These programs, jointly c%'.V- 
designed by Deutsche Lufthansa .. v'.'' 
and Dresdner Klelnwort Benson, offer • •10' 
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FAA in 
plea on 
aircraft 
repairs 


NEWS: WORLD TRADE 


China offers to liberalise services market 


By Guy de Jonquferes 


By NfichaeJ Skapfriker, 
*«"»»»« ConwpofKtanr 


The US Federal Aviation 
Administration yesterday 
called on Congress not to 
proceed with legislation 
which would limit the right 
of foreign service stations to 
mai n tain and repair US air- 
craft. 

The FAA’s evidence to the 
House of Representatives 
transportation committee 
follows objections from the 
Association of European Air- 
lines, which has written to 
the European Commission 
a s king it to protest at the 
proposed legislation. 

The proposed law, the Air- 
craft Repair Station Safety 
Act, would limit the FAA’s 
ability to grant certification 
to repair facilities outside 
the US. The bill’s sponsors 
say the law is necessary to 
ensure aircraft safety. 

Senator Arlen Specter said 
the law would ensure that 
“US aircr aft are repaired to 
the maximum extent possi- 
ble by professional US 
mechanics, properly trained 1 
and supervised, using 
authorised parts". The Euro- 
pean association said, how- 
ever, that the bill was pro- I 
tectionjst and aim ed at 
preserving US jobs. 

Guy Gardner, the FAA’s 
associate administrator for 
regulation, told the transpor- 
tation committee that for- 
eign service stations accred- 
ited by his organisation had 
to fulfil the same criteria as 
US maintenance businesses. 

Mr Gardner said there 
were areas of concern but 
that these could be dealt 
with by updating Piristiwg 
regulations rather than by 
introducing new legislation. 
He said foreign service sta- 
tion personnel were not sub- 
ject to the drug tests carried 
out in the US. 

But he said the Interna- 
tional Civil Aviation Organi- 
sation bad recommended 
international standards that 
would strengthen prohibi- 
tions on drug and alcohol 
abuse at foreign service sta- 
tions. 


China pTanq next rarmth to 

tackle one of the biggest 
sticking points in its efforts 
I to join the World Trade 
I Organisation by submitting 
long-awaited proposals for 
j liberalising its services mar- 
ket 

Beijing also promised yes- 
terday to abolish agricul- 
tural export subsidies as 
soon as it joined the WTO 
and to end all remaining 
import licensing require- 
ments once industrialised 


countries met their commit- 
ment to remove textiles quo- 
tas early next century. 

Mr Long Yongtu, China’s 
vice-minister for interna- 
tional trade, said in London 
that he had outlined Bei- 
jing's services proposals to 
WTO members this week, 
and might improve them 
before presenting a formal 
offer. 

He said the European 
Union had called the outline 
“very comprehensive and 
positive". However, EU nego- 
tiators insisted yesterday 


that China's proposals fell 
far short of the liberalisation 
required to reach agreement 
cm its WTO entry. 

“The proposals offer a 
gl imm er of hope, but no 
mare. China is going to have 
to move ranch farther," an 
Eu official said. “But at least 
Beijing appears at long last 
to be waking up to the 
importance of trade in ser- 
vices in these negotiations,” 

The official said the EU 
had not rejected the propos- 
als, because China had 
offered to open its Tnorfept 


slightly In each of the sec- 
tors covered by the talks. 
These indude financial and 
professional services, trans- 
port, telecommunications 


firms from hiring Chinese 
accountants, forming part- 
nerships with local firms or 
auditing Chinese companies. 

China was-also offering to 


and distribution. However,- relax res tri ctions an foreign 
the official said that in every “securities firms, but only 
case, China’s offers of liber- provided they engaged In 


allsation appeared to be nul- 
lified by other restrictions. 

For instance, Beijing was 
proposing to allow any for- 
eign accountant who had 
internationally recognised 
qualifications to practice in 
China. But it would still pro- 
bibit foreign accountancy 


non-profit malting activities. 

Mr Long, who said Bei- 
jing's formal services offer 
would be “reasonably good”, 
said it bad taken intensive 
negotiations between differ- 
ent interest groups In China 
to reach agreement on its 
main elements. He hoped 


WTO members would dis- 
cuss' the proposals in Decem- 
ber. 

He also hoped this month's 
meeting in Washington 
between President Bill Clin- 
ton and President Jiang 
Zemin would help accelerate 
Beijing’s WTO membership. 

He said the summit offered 
“a golden opportunity” to 
Inject high-level political 
momentum into the WTO 
talks, and that China was 
working on a number of 
undisclosed ideas to make it 
a success. 


Meanwhile, a study pub- 
lished by the Royal Institute 
of International Affairs in 
London yesterday called on 
the £U to reform its anti- 
dumping procedures against 
. China by treating it as a 
market economy, instead of 
basing its dumping calcula- 
tions an prices measured in 

other countries. 

The study said reforms 
had made China's economy 
more transparent, and that 
treatment of its exporters by 
the EU was unfair, discrimi- 
natory and outdated. 



Commercial contracts elude 
Daley during Beijing visit 


By James HarcBng In Baying 


Cheng Feng, chairman of Hainan Airlines, which plena to buy four Boeing 787-800 airmft 
for 9160m, at a news conference in Beijing yesterday 


W illiam Daley, the US 
Commerce secretary, yester- 
day ended his first trip to 
China, saying he was “still 
optimistic" about imminent 
commercial contracts, 
although none of the deals 
he hoped to see signed bad 
been dosed during his visit 

In TTmpttngg with Chinese 
leaders, Mr Daley said he 
had spoken on behalf of a 
dozen companies seeking 
deals worth $3bn and 
believes the “contracts are 
going to occur". 

“We are announcing no 
contracts, no deals,” Mr 


Daley said after discussions 
with Wu Yi, China's trade 
minister. 

Later, he added: *1 didn’t 
come to see deals dona" but 
to improve the Sino-US com- 
mercial dialogue and press 
the Chinese to address the 
growing imbalance in bilat- 
eral trade. 

There had been wide- 
spread speculation -prior to 
Mr Daley's visit that a num- 
ber of substantial deals 
would be signed before Presi- 
dent Jiang Zemin’s, summit 
with President Bill Clinton, 
in Washington later thia 
month. 

Boeing, the US aerospace 


group, is in negotiations far 
a multi-billion dollar order 
for commercial airliners, 
which on Wednesday Mb* 
Daley said he hoped to see 

annmmppri fhlc week. 

However, after no deal was 
forthcoming yesterday, US 
officials speculated that 
China may be seeking to 
Htwp the agreement closer to 
or during Mr Jiang's visit to 
the US, a bid to ease ten- 
sions over the trade imbal- 
ance. 

Asked whether the delay 
to the signing of a Boeing 
deal was snagged on Issues 
of timing or details of the 
contract, Mr Daley said 


there was “a hitch about 
all of the above”. 

Ms Wu would make no 
specific comment about 
forthcoming contracts, 
including the possible Boe- 
ing deal, but said only that 
“the Chinese government 
has decided to send an eco- 
nomic and trade mission to 
the US. . . those questions 
will be dealt with during 
that mission." 

US officials calculate that 
its trade deficit with China 
wQl rise to $44bn by the end 
of tills year, a level which 
Mr Daley has told the Chi- 
nese government is “unac- 
ceptable”. 


US to intensify port war with Japan 


By Heather Bourbeau 
In Washington 


The US Federal Maritime 
Commission is preparing to 
escalate the port war with 
Japan by compiling a new 
list of companies to be hit 
with tougher sanctions. 

The FMC imposed fees on 
Japanese shipping lines as of 
September 4. but .these 
sanctions have failed to 
change Japanese port prac- 
tices. 

The new list is aimed at 
US-based companies that 
have ties to the Japan 
Habour Transportation 


Association, the agency 
accused of stifling interna- 
tional competition at Japa- 
nese parts. 

The FMC is also consider- 
ing r aising priating fees of 
9100.000 every time a vessel 
from one of the companies 
calls at a US part The first 
payments are due on Octo- 
ber 15. 

Three of the companies hit 
by September's sanctions 
challenged the FMC’s 
authority to impose fees. 
Mitsui QSK Lines, Kawasaki 
Risen Kaisba and Nippon 
Yasen Kniaha claimed, the 
duties would impede their 


competitiveness. They failed 
to convince the US Court of 
Appeals that they would suf- 
fer long-term damage 
although they estimate the 
costs to be Y5£bn (947m) in 
the first year. 

The Japanese government 
has filed an appeal with the 
FMC asking that any fees be 
placed in escrow. The FMC 
has not yet put forward an 
official request for increased 
or expanded sanctions, but it 
is “looking far ways to exert 
more pressure on the Japa- 
nese," according to an FMC 

offi cial 

The FMC sanctions fol- 


lowed months of negotia- 
tions which failed to resolve 
differences over how to 
reform practices at Japanese 
ports, which foreign ship- 
ping companies claim are 
inefficient and costly. 

The US complaint con- 
cerns stevedoring practices 
at Japanese parts which for- 
eign shipowners claim keep 
prices high and prevent 
them from raising efficiency. 

In particular, shipping 
companie s have complained 
about a requirement that all 
changes to vessel schedules 
be made through the Japan 
Harbour Transportation 


Association, which repre- 
sents cargo-handling compa- 
nies. 

The European Union hac 
also lodged a complaint with 
the WTO over Japan's har- 
bour practices and has held 
♦afire on Hip matter. 

The imposition of part fees 
by the FMC is the first time 
the US has imposed sanc- 
tions on Japan since a dis- 
pute over access to the Japa- 
nese semiconductor market 
led to retaliatory tariffs on 
Japanese PC imparts in 1987. 

Japan and the US plan to 
hold informal talks in Wash- 
ington today. 


Parallel CD 
imports prompt 
pricing re think 


By Alice Rawsthom 


EUROPEAN ECONOMIC AND MONETARY UNION 
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WTO move on 
dairy claims 


The preparations for EMU on I January 1999 wiS enter thar final and most critical phase newt year: While the timetable and framework 
for EMU are formally in place, dramatic changes to the political landscape in France and Germany still threaten to overturn a deflate 
consensus. In both countries, the practical politics of meeting the budget criteria are extremely tight if not impassible. 


What is the political, economic and legal scope for a flexWe interpretation of the EMU criteria? Which countries would be induded in such 
an inter p r e t a tion and what are the implications of a wider goup for the EMU transition period, the international portion of the ajro, and 
the longer-term viability of the project? How pofiticaUy possible is delay and what would be its implications for the whole EMU project? 


This major conference brings together key EMU players and commentators to debate the above questions and examine the political, legal, 
financial and practical issues for Europe's businesses in the changeover period and in the longer term. 


KEYNOTE ADDRESSES BY : 


Eddie George 
Governor, Bank of Bigland 


Wolfgang Munchau 

Bionomics Correspondent, The Financial Times 


The Rt Hon Sir Leon Brittan QC 

Vice President, European Commission 


Sir Nigel Wicks KCB CVO CBE 
Director, International Finance, HM Treasury 


The US has formally resorted to the World Trade 
Organisation's dispute settlement procedure with com- 
plaints against the European Union and Canada on dairy 
product export subsidies. Both cases were in a list of 
unfair trade practices published by the US trade represen- 
tative’s office last week. 

The complaint against Brussels concerns processed 
cheese export subsidies which the US claims circumvent 
EU pledges under a WTO subsidy reduction pact US offi- 
cials say the EU is coanting the cheese exports against 
limits on powdered milk and butterfat to avoid limits on 
cheese distorting dairy markets and US dairy sales. 

The Canadian case relates to pricing arrangements for 
I rank and other dairy products and to Canada's rank 
import quotas. Washington says the two-tier pricing sys- 
tem introduced in 1995 breaches Canada's subsidy reduc- 
tion pledges by charging milk processors supplying export 
markets less than processors serving the nangrtian mar- 
ket. The US claims Canada is not fulfilling WTO pledges 
to import US milk. If the disputes are not settled bilater- 
ally within 60 days, the US can ask for a ruling by a neu- 
tral panel Frances Williams, Geneva 


Plus over 30 additional contributors ncuid&vg 


Jean-Pierre Patat 

Head of Fore&i Department, Banque de France 


Gertjan Hogewag 

Head of the Monetary. Economics and Statistics Department 
European Monetary Institute. Frankfurt 


CONTAMINATED BEEF 


Rupert Pfennant-Rea 
Chairman, Caspian Securities Ltd 


Lord Currie 

Professor of Economics, London Business School 


US clears S Korean tests 


Sir fan Prosser 

Chairman & Chief Executive, Bass pk 


Klaus Regling 

Director General, Fttnistry of Finance, Germany 


Professor Otmar lssing 

Chief Economist, Deutsche Bundesbank 


Glyn Jones 

Commercial Director, DHL International UK Ltd 


Graham Bishop 

European Adviser, Salomon Brothers International Limited 


Ruth Lea 

Head of Policy, Institute of Directors 


Christopher Haskins 
Chairman, Northern foods pic 


Professor Peter Davies 

Chief Econo mist. The British Petroleum Company pic 


Gerald Hoftham 

Director, Institute for Public Foley Research 


Daniel Hodson 
Chief Executive, UFFE 


Dr Wolfgang Ruttenstorfer 

Minister of State, Federal Ministry of R nance, Austria 


John Townsend 

Deputy Director, Bank, of England 


| US experts yesterday left South Korea saying they were 
satisfied with testing procedures used to identify any 
I potentially deadly bacteria in a US beef shipment 
US officials had suggested that Korea had said poten- 
tially deadly E.coli bacteria had been found in order to 
stop US beef imports in retaliation for a US decision to 
place Seoul on a list for possible sanctions because of its 
allegedly closed car market 
US suspicions were aroused when Korea refused a pro- 
posal to conduct a joint reexamination of the test results 
on the grounds that it challenged its national sovereignty. 
A US Agricultural Department team sent to Korea cut 
short its trip after it was satisfied with procedures used. 

Korea has proposed sending a team to examine food 
safety procedures at meat plants in Nebraska, where the 
beef originated, and has demanded the US designate pro- 
cessing plants exclusively to handle meat exports to 
Korea. John Burton, Seoul 


OECD Export Credt Ratos 


Registration Form 


PLEASE PRINT N CAPITALS 

Trtfc 

Rnt Name 


Surname 

Posi tio n 

Company 
Address . 


Pomade .... 

Tef 

Era! 

Type of Business 


.County 
ft*. 


REGISTRATION RE 
£795h0 per dekgats 

(plus VAT @ 1 7.5%, £139. 1 3. Total £934.13) 


! The Organisation for Economic Co-operation and Develop- 
ment announced new mini mum inter e st r a tes (%) for offi- 
, ctaBy supported export credits for October 15 to November 
14 (September 15 to October 14 In brackets). 


When staff at UK record 
company warehouses 
checked consignments of 
unsold compact discs 
recently, they found a grow- 
ing number o riginate d in 
Sweden or Italy, rather than 
the UK. 

These foreign CDs were 
sent back to the record 
labels under the “sale or 
return” agreements negoti- 
ated by retailers when order- 
ing the UK version of the 
album. But they were pur- 
chased from the Swedish 
and Italian affiliates of the 
UK labels at far lower whole- 
sale prices than those 
charged in the UK. 

Parallel imports of CDs 
and other consumer prod- 
ucts from other European 
Union countries into the UK 
have increased sharply as 
the pound has strengthened, 
putting pressure on UK com- 
panies’ sales and profit mar- 
gins. This problem, coupled 
with the approach of Euro- 
pean monetary union. Is 
prompting several multina- 
tional music groups to reas- 
sess their pricing policies. 

“Once we have the same 
currency across the EU. con- 
sumers are going to expect 
to be able to buy the same 
product at the same price in 
Frankfurt, Rome or Stock- 
holm,” says Budi Gassner, 
president of BMG Interna- 
tional. part of Bertelsmann, 
the German media group. 
“As an industry, we’ve got to 
prepare for that" 

Traditionally, the music 
industry has adopted differ- 
ent pricing strategies across 
Europe. At present the aver- 
age wholesale price of a CD 
album varies by around 10 
per cent between Sweden, 
the cheapest EU country, 
and France, the most expen- 
sive. 

Price comparisons 
between individual countries 
have always fluctuated with 
changes in exchange rates. 
When a currency strength- 
ens, CD prices become 
higher in relation to those of 
weaker currency countries, 
thereby raising the risk of 
parallel imports coining into 
that market 

The situation is further 
complicated by the record 
companies' practice of plac- 
ing acts in different price 
categories depending on 
their stature In particular 
countries. 

Virgin Records, a subsid- 
iary of EML the UK music 


group, puts superstars, such 
as George Michael and the 
Spice Girls, into its highest 
category, and new signings, 
like Embrace, into the low- 
est. Other artists go into a 
middle bracket 

Many acts fell into differ- 
ent categories in various 
countries. One example is 
the Verve, the British rode 
group, which has attained 
superstar status in the UK, 
but is still a developing act 
elsewhere in Europe. Marie 
Hutton, general manager of 
Virgin Records (UK), said 
the company was concerned 
that UK retailers might buy 
cheap parallel imports of 
Urban Hymns, the new 
Verve alhnni. - • 

Parallel imports are a 
long-standing problem for 
the European music indus- 
try, but traditionally it has 
affected Germany and the 
Netherlands, rather than the 
UK. The problem has 
become more acute following 
the abolition of EU border 
controls and advances in dig- 
ital communications, which 
have made it easier and fes- 
ter for retailers to make 
international price compari- 
sons and to place orders in 
different countries. 

Virgin plans to review its 
pricing policy for UK acts 
across Europe to try to pre- 
vent a future increase in par- 
allel imports. Other UK 
record labels are also consid- 
ering the issue. Moreover, 
the increase of parallel 
imports into the UK, where 
many of the multinational 
music groups have head- 
quartered their European 
operations, has also 
prompted a wider reassess- 
ment of pricing across 
Europe. 

BMG has formed a task 
force of senior executives to 
address this issue, as has 
PolyGram, the Dutch enter- 
tainment group. Neither 
company has thrashed out a 
final policy, but the consen- 
sus in the industry is that 
European price differentials 
must be reduced, at the 
least, before the introduction, 
of European monetary 
union. 

A decision will force 
record companies to make a 
tough choice. They will 
either have to accept a 
reduction in profitability by 
cutting prices in . expensive 
markets such as France; or 
risk losing sales, and there- , 
fore dressing margins, by 
raising them til cheaper 
countries such as Sweden. 
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^2ZH5Sl?5LI 0 consider abolition as part of long-term policy 

Shadow 


review 


By Nicholas Timmins 

o London 

The government is to 
consider abolishing higw 

S2M- for pension 
cont ribut ions as part of its 
long-tenn review of pensions 
poncy. 

The move follows a series 
erf forecasts thrown up by 
the review which point to 
rapidly growing income 


over pension tax relief 


m future years. 

At the same tim» minis- 
ters have looked at the over- 
all cost of pension support to 
discover it amounts to 
almost £70bn (?li3.4ba) in 


total. About £50bn of that 
goes in benefits. But mare 
than £20bn Is accounted for 
by various forms of tax relief 
and the rebates which are 
paid to employers and 
employees who opt out of 
Serps, the second-tier State 
Earnings Related Pension 
Scheme. 

With the review focusing 
increasingly on the issue of 
pensioner inequality, ques- 
tions have been raised over 
the merits of continuing to 
allow higher rate taxpayers 
to claim 40 per cent relief on 
their contributions. This is 
one of the elements which is 

contributing to an ever wid- 


ening gap between rich and 
poor pensioners. 

According to Department 
of Social Security figures, in 
1979 the richest 20 per cent 
of pensioners were three 
times better off than the 
poorest 20 per cent Today 
they are five tfangw better off 
and in 20 years, on current 
trends, they will be seven- 
and-a-half times better off. 
The poorest pensioners on 
income support would 
remain, as they are today, 
stuck on 20 per cent of aver- 
age earnings. The richest 20 
per cent would enjoy one- 
and-a-half times average 
earnings in retir e ment. 


That reflects the growth of 
occupational and personal 
pensions among the better 
off. One element in the 

increasing gap is the higher 

rate relief the best off enjoy 
on their contributions. 

According to one DSS 
insider: M lf pensioner 
inequality is rising that fast, 
one has to ask if we are 
spending the money in the 
best way. The issue that 
raises is higher rate tax 
relief. 

“Absolutely no decisions 
have been tafcpn on this and 
the issue is not even under 
active consideration. But 
looking at the figures, it is 


clear that it will arise." 

Reducing relief on all con- 
tributions to the standard 
rate of tax might free money 
for reducing inequality by 
improving the lot of future 
pensioners at the lower end. 

One option the govern- 
ment is actively exploring is 
creating a “citizenship pen- 
sion" for carers who cannot 

earn to save for their retire- 
ment. That would involve 
usi n g the Serps machinery 
to credit them in for an addi- 
tional flat-rate non-means- 
tested pension above the 
basic state pension. 


Lex, Page 23 


Internet sales 
?ut heat on 
x>ok trade 

Lower prices in the US are 
enticing British bookworms 


T here was a Hnw when 
British book lovers 
had to wait months 
for the UK editions of hot 
new tJS novels. But now 
they can order them horn US 
internet bookstores. 

Amazon and Barnes & 
Noble sold so many books to 
UK customers this summer 
that UK nniw booksellers 
retaliated and started selling 
US editions. This week the 
Publishers Association, 
which represents the UK's 
book publishers, responded 
by threatening to sue if any 
US editions were sold in 
breach of UK copyright 
The online legal battle is 
one of the changes sweeping 
the once-sleepy world of 
British bookselling. Water- 
stone's, part of the embattled 
WH Smith group, opened 
the UK’s first US-style book 
superstore in Glasgow last 
month. It is now looking far 
similar rites in other rifles, 
against fierce competition 
from Barnes and its 
arch-rival. Borders, who are 


both intent on diversifying 
into the UK 

Some in the UK book trade 
say the expansion of internet 
bookselling and superstores 
are logical developments in a 
fast-changing market. 
Others believe that these 
changes, coming only two 
years after the collapse of 
the net book agreement, the 
century-oldprictng pact, will 
impose Intolerable financial 
pressure on independent 
publishers and booksellers. 

After a shaky period fol- 
lowing the NBA’s demise, 
when publishers and retail- 
ers struggled to adjust to a 
regime in which books could 
be discounted, the market 
has stabilised. Concerns 
that independent publishers 
and retailers would be forced 
out of business have proved 
unfounded. 

At the same time, retailers 
such as Woolworth, Asda 
and Tesco have taken advan- 
tage of the discounts to 
stock more books. Simil arly, 
established chains such as 



Shelf life: Tim Hely Hutchinson, chairman erf publisher Hodder H eadlin e, says “anything 
that makes bookshops more exciting is good news for ns” 


Waterstone’s and Dillons 
have expanded by opening 
new blanches. 

Waterstone’s is planning 
to open up to 50 shops in 
small towns, and to launch 
US-style superstores in sev- 
eral large cities, including 
London. Borders has bought 
the Books Etc c hain as a 
base for its assault on the 
UK Barnes has dispatched a 
15-strong team across the 
Atlantic to identify suitable 
superstore sites. This expan- 
sion bodes well for publish- 
ers. They should receive 
additional orders from the 
new stores, which could 
encourage mare buyers. 


“Anything that makes 
bookshops more exciting is 
good news for us," says Tim 
Hely Hutchinson, chairman 
of the Hodder Headline pub- 
lishing group. 

However, there is a risk 
that Borders and Barnes 
might trigger a price war in 
the UK if they adopt the 
same aggressive discounts as 
they use in the US. Prices 
could also come under 
pressure if UK customers 
continue to buy more US 
editions over the internet. 

Copyright law legislation 
enables the Publishers Asso- 
ciation to prevent UK-based 
online retailers from selling 


US editions of books already 
available in the UK though 
UK publishers cannot stop 
customers from ordering 
books from US internet rites, 
which offer discounts of up 
to 40 per cent on prices that 
are already cheaper than in 
the UK 

If UK publishers lose yet 
more sales, they may be 
forced to align their prices 
and publishing dates with 
North America. British book- 
lovers would then be able to 
buy the latest US novels 
cheaply and easily, with or 
without the internet 

Alice Rawsthorn 


Revenue 
to get 
tough 
on tax 
avoiders 


By Stefan Wagstyt, 

Industrial Ecfitor 

The Inland Revenue 

yesterday announced plans 

for tough penalties at com- 
panies that avoid UK tax by 
transferring pro fits to over- 
seas subsidiaries. 

The government estimates 
the proposals could raise 
“billions of pounds" in extra 
taxes, although revenue offi- 
cials say no one knows the 
extent to which companies 
avoid tax through transfer- 
ring profits abroad. 

Tax experts said the plans 
would impose a big burden 
on thousands of companies 
in compliance costs and pos- 
sible penalties. “This is 
much worse than we expec- 
ted," said Chris Rolfe, chair- 
man of global transfer pric- 
ing services at Coopers & 
Lybraxsd, the accountants. 

Under the proposals, com- 
panies will be required to 
price goods and services 
transferred to foreign sub- 
sidiaries on an “arm’s- 
length basis" - they will be 
obliged to deal with subsid- 
iaries on the same terms as 
with outside companies. 

Companies that break the 
rales will face penalties of 
up to 100 per cent of the 
unpaid tax. The revenue pre- 
viously only demanded the 
unpaid tax pins interest - 
unless companies broke the 
law by evading tax pay- 
ments deliberately. 

Companies will also be 
required to account for their 
dealings on complex self- 
assessment forms and sup- 
port their conclusions with 
extensive records. 

Dawn Primarolo, financial 
secretary to the Treasury, 
said the proposals would 
modernise the tax regime 
and make the rales more 
effective “in protecting a 
substantial proportion of 
our tax base”. The proposals 
partly codify existing prac- 
tice and partly make them 
tougher. Tax accountants 
expect the rales to come 
into force in 1999. 


UK NEWS DIGEST 


US companies 
in oil discovery 

Two US oil companies, Aznoco and Amerada Hess, 
yesterday announced a “significant" new North Sea oD 
and gas discovery about 260km off the Scottish coast 
Amoco, the operator of the field, would not be drawn on 
the eventual reserves that may be recovered from the 
Appleton Beta discovery, but a spokesman ■grid the com- 
pany was "pretty sure it will be commercially viable”. 

The petroleum services group at consultants Arthur 
Andersen said the flow rates of the Appleton Beta well - 
6,329 barrels of oil a day and 4m cu metres of gas - were 
very good. 

• Centrica, the demerged gas supply arm of the old Brit- 
ish Gas, is to supply gas distributors in southern Holland 
once a gas pipeline linking the UK to the continent is 
completed next year. Centrica has a gas surplus as a 
result of losing market share as the UK gas sector is 
opened to competition. The latest sale is for 0.7m 
cu metres of gas a year. Robert Corzme, London 

■ MILLENNIUM BUG 


Health service chiefs warned 

National He alth Service chief executives are being told 
they are to be held “personally accountable” for the safety 
of patients if they fail to tackle the year 2000 computer 
bug problem successfully. 

In a stark warning to managers, Alan T^ngiandg , the 
NHS chief executive, has warned that the service could 
face “serious disruption unless urgent pre-emptive action 
is taken. 

“In extreme circumstances, failure or malfunction of 
equipment would be life threat ening . 

“Time is short,” he warned, adding that the service has 
already experienced problems with the call and re-call 
system far breast and cervical cancer screening as its 
computer failed to recognise the change of date to the mil- 
lennium when it booked people for recall in three to five 
years time. 

More than £L5m ($2.4m) has been spent solving that 
problem. But in guidance to managers, Mr T-angiands 
warns that equipment with year 2000 problems is still 
being sold, and that pumps, monitors and other critical 
equipment from the same batch can have different embed- 
ded chips which behave differently. 

No estimate of the potential cost to the NHS can be 
made, but the service is being warned that the problem 
will have to be tackled from existing budgets “if neces- 
sary by postponing other projects or reducing resources 
devoted to them." Nicholas Timmins, London 

■ GREEN ENERGY 


Raw sewage to produce power 

Much of the raw sewage created by the human population 
of north-east England is to be converted into electricity in 
an innovative “green” project unveiled by Northumbrian 
Water yesterday. 

Northumbrian, currently constructing a £70m ($113.4m) 
Regional Sludge Treatment Centre at Bran Sands, Tees- 
side, is to build an adjacent film “gasification" plant 
where dried sewage sludge pellets will be turned Into a 
fuel gas. This will fire heat and power turbines to create 
5MW of electricity, enough to power a town of 20,000 
people. European legislation has led to the search for such 
innovation. Chris Tighe, Newcastle upon Tyne 


NOTICE OF SCHEME MEETING 
IN THE HIGH COURT OF SOUTH AFRICA 
(Wxtwatersrand LocalDivisdon) 

In. the matter of the application of: - 

ELANDSRAND GOLD MINING COMPANY LIMITED 
(Registration No. 74/01477/06) 


Case Na 97/026851 
P/H No: 342 


Applicant 


Notice is given in terms of an Order of Court dated 
Tuesday, 30 September 1997 in the above matter that the 
High Court of South Africa (Witwatersrand Local 
Divirion) ("the Court”) has ordered a meeting ("the 
Scheme Meeting") of the members of DeeDoaal Gold 
Mining Company Limited (’'Deelkraal”), to be held on 
Wednesday, 29 October 1997 at 09.00 at 75 Fox Street, 
Johannesburg, under the chairmanship of Patrick Henry 
Cronin, or failing him Miranda Janet Feinstrin, or failing 
her any other director of Edward Nathan & Friedland Inc. 
nominated by that firm for the purpose of considering and, 
if deemed fit, of approving, with or without modification, 
the Scheme of Arrangement ("the Scheme”) proposed by 
Elandsrand Gold Mining Company Limited (“Elandsrand”) 
between Deelkraal and its members; which Scheme will be 
submitted to such meeting, provided that meeting will not 
be entitled to agree any modification to the said Scheme 
which has the effect of diminishing the rights accruing to 
m emb ers of DeeJkraal in terms of that Scheme 
Members of Deelkraal registered as such at the. dose of 
business on Tuesday, 28 October 1997, will be entitled to 
attend and vote at the Scheme Meeting. 

Copies of the Scheme and the Explanatory Statement in 
terms of Section 312 of the Companies Act, Na 61 of 
1973, exp laining the Scheme, and a copy of the Order of 
Cburt convening the Scheme Meeting, may be obtained 
on request from Deelkraal at its registered and share 
transfer office, 75 Fox Street, Johannesburg, 2001, or the 
offices of its London Secretaries and United Kingdom 
Registrar and Paying Agent, Greencoat House; Francis 
Street, London, SWlP 1DH, England, during normal 
h i icin ess hours from Tuesday, 7 October 1997. 

Each member of Deelkraal may attend and vote in person 
or by representative at the Scheme Meeting and may 
appoint any other person (who need not be a member of 
Deelkraal) as a proxy to attend, speak and vote in such 
member’s place The required proxy form (coloured pink) 
may be obtained on request from the addresses given above. 
Each proxy .form should be completed and signed in 
a Cff BT 4anw» with the instructions printed thereon and 
should be lodged at or posted to Deelkraal'ssW transfer 
office in South Africa or the office of Deelkraal s United 
Kingdom Registrar and Paying Agent, ^ re< f ve f^ 
later than 09:00 local time on Tuesday, 28 October 1997, 
but if not so lodged or posted will still be vahd if property 
completed, signed and accompamed by Proof of 
app^priate authority and handed to the chairaunof foe 
sEe Meeting not later than 10 minims before the 
meeting is due to commence Where ther e are join 
holders of Deelkraal shares, any one of tmm persons may 
vote at the Scheme Meeting in respect of such share as if 
he was addy entitled thereto, but if more than aie of such 
joint holders be present or represented at the Scheme 
Meeting, that one of the said person whose name stends 
fir^inthe register in respect of such shares or his proxy, 
£ J mav.be; shall alone be entitled to vote in 
Aspect thereof as if be were &e soleholder of mdishares. 
T „ of the Order of Court, the chairman of the 

£ben. e M^g «iH report ie ™*°f*j* 
the abore Honourable Court on Tuesdny ll Novate 
1997. A copy of such report will be available on request 


TUesday, 28 October 


(free of charge) to any Deelkraal member at the addresses 
given above at least one week before such report back date. 
The Scheme is subject to certain conditions precedent 
stated in the Scheme, one of such conditions being its 
sanction by the above Honourable Court. 

The salient dates that apply to the Scheme are: 

1997 

Proxies for Scheme Meeting to 
be lodged by 09:00 
(Proxies may also be handed to 
the chairman of the Scheme 
Meeting not later than 10 minutes 
before the meeting is due to commence) 

Members entitled to attend and 

vote at the Scheme Meeting to be 

registered at close of business on Tuesday, 28 October 

Scheme Meeting 09:00 Wednesday, 29 October 

Expected date of Court hearing 

to sanction the Scheme Tuesday, 1 1 November 

Expected Record Date for the 
Scheme — last day for Deelkraal 
members to register to participate 
in the Scheme 
Expected date on which listings 

of Deelkraal shares terminate Friday, 14 November 

Expected Operative Date of 
the Scheme 
Expected date of commencement 
of listings of Elandsrand shares to be 
issued in terms of the Scheme Monday, 1 7 November 

Expected date by which 
Elandsrand share certificates and 
cheques for fractional payments 
will be posted to; or be available 
for collection by, Deelkraal 

members entitled thereto* Friday, 21 November 

• only for members who surrender their Deelkraal share 
certificates or other Documents of Tide on or before the 
Record Date. Other Deelkraal members uffl have their 
Elandsrand share certificates and cheques for fractional 
payments posted, or may arrange to catted such certificates 
and cheques, within 5 Business Days after, the surrender for 
their Documents of Tide. 

All dealings on the Johannesburg and London Stock 
Exchanges in Deelkraal shares during the week ending 
14 November 1997 will be for immediate settlement 
These ***** are subject to amendment. Any amendment 
wUL be published in die press. 


Friday, 14 November 


Monday, 17 November 


EH. Cronin 
Chairman of the 
Scheme Meeting 


30 September 1997 


Attorneys to die Scheme 
Webber Wentzel Bowens 
60 Main Street 
Johannesburg 

PO Box 61771 
Marshalltown, 2107 
Tel: (2711) 240-5000 

Ref. Mr JAK Jarvis 


IN THE HIGH COURT OF SOUTH AFRICA 

Before the Honourable Mr Justice Nugent 
Johannesburg, 30 September 1997 
In the matter of the application of: 

ELANDSRAND GOLD MINING COMPANY LIMITED 
(Registration Na 74/01477/0 6) 

ORDER OF COURT 

Upon the motion of counsel for the applicant and upon 
the reading of the Notice of Motion and other documents 
filed of record: 

FT IS ORDERED THAT 

1. A meeting of members of Deelkraal Gold Mining 
Company Limited (‘ Deelkraal - ), Registration 
number 74/00160/06 be held under the 
chairmanship of Patrick Henry Cronin, or failing 
him Miranda Janet Feinstein, or failing her any 
other director of Edward Nathan & Friedland Inc, 
attorneys of Johannesburg, nominated by that firm 
for that purpose at 09:00 on Wednesday, 29 
October 1997 at 75 Fox Street, Johannesburg, for 
the purpose of considering and, if deemed fit, of 
approving, with or without modification, the 
Scheme of Arrangement which is included in 
Annexe “C" to the Notice of Motion filed with the 
above Honourable Court ( u the Notice of Motion - ) 
provided that the meeting shall not be entitled to 
agree to any modification of the said scheme which 
has the effect of diminishing the rights to accrue in 
terms thereof to members of Deelkraal. 

2. The chairman of such meeting is authorised: 

2. 1 to adjourn the same from time to time should any 
adjournment thereof prove necessary or desirable; 

2.2 to determine the procedures to be followed at 
such meeting; 

2.3 to determine the validity or otherwise of any 
proxy forms lodged for use at such meeting; 

2.4 to appoint scrutineers for the purposes of the 
meeting; and 

2.5 to accept the proxy forms handed to the 
chairman of the meeting by not later than 10 
minutes before the meeting is due to commence. 

3. A notice substantially in the form of Annexe “E" to 
die Notice of Motion be posted p re- paid post by the 
applicant not later than Tuesday, 7 October 1997 to 
all members of Deelkraal registered as such at the 
dose of business on Friday, 26 September 1997 at 
their respective addresses recorded in the register of 
members of Deelkraal, together with: 

3.1 a copy of an Explanatory Statement in terms 
of Section 312 of the Companies Act, Na 61 
of 1973; 

3.2 a copy of the proposed Scheme of Arrangement 
substantially In the form induded in Annexe "C" 
to the Notice of Motion; 


(Witwatersrand Local Division) 

Case Na 97/026851 
PH No: 342 

Applicant 


3.3 a Proxy Form in the form of Annexe "D“ to the 
Notice of Motion; and 

3.4 a copy of this Order of Court 

4. The applicant publish by not later than 12 October 
1997, a notice substantially in the form of Annexe a E D 
to the Notice of Motion and a copy of this order in: 
- Business Day, an English medium daily 


newspaper circulating in Johannesburg and other 
urban centres in the Republic of South Africa; 

- Beeld, an Afrikaans medium daily newspaper 
circulating in Johannesburg; 

- Sunday Times, an English medium weekly 
newspaper circulating nationally in the Republic 
of South Africa; 

- Rapport, an Afrikaans medium weekly 
newspaper circulating nationally in the Republic 
of South Africa; 

- Financial Times, an English medium daily 
newspaper circulating in London and other 
urban centres in the United Kingdom; and 

- the Government Gazette. 

5. The chairman of the meeting referred to in paragraph 1 

report the results thereof to this Honourable Court 

on Tuesday, 1 1 November 1 997 giving details ofi 

5.1 the number of Deelkraal members present in 
person (induding those represented) at the 
scheme meeting and the number of shares held 
by them; 

5.2 the number of Deelkraal members represented 
by proxy at the scheme meeting and the number 
of shares held by them together with 
information as to the numbers represented by 
the chairman in terms of proxies annexed to the 
scheme document; 

5.3 any proxies which have been disallowed; 

5.4 all resolutions passed at the meeting, with 
particulars of the number of votes cast in favour 
of and against each such resolution and of any 
abstentions, Indicating how many votes were cast 
by the chairman in terms of proxies which are 
annexed to the scheme document and how many 
votes were cast by the applicant; 

5.5 aH rulings made and directions given by the 
chairman at the meeting; 

5.6 the relevant portions of documents and reports 
submitted or tabled at the meeting which bear 
on the merits or demerits of the scheme, 
including copies thereof; and 

5.7 the main points of any other proposals which 
were submitted to the meeting. 

BY ORDER OF THE COURT 

REGISTRAR 

Webber Wentzel Bowens 

Attorneys for applicant 

60 Main Street 
Johannesburg 
(P O Box 61776, MartiiaHtown, 2107) 
Tel: (27 11)240-5000 

Ref Mr JAK Jarvis 
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Former defence minister calls 
for Conservatives 3 tolerance 

Opposition 
party urged 
to improve 
caring image 


By David Wighton, 

PoHHcal Correspondent 

Michael Portillo, the former 
Conservative cabinet minis- 
ter. yesterday called for a 
more compassionate and tol- 
erant Conservatism — includ- 
ing a new spirit of co-opera- 
tion with the trade unions - 
in a crucial speech at the 
opposition party's confer- 
ence in Blackpool, the 
north-west England seaside 
resort. 

While claiming that there 
were still “a few neander- 
thals" in the trade union 
movement, he said the party 
had to recognise the new 
mood of partnership within 
business. 

“The Conservatives will 
want to be part of a dialogue 
that can include all those 
who genuinely want to see 
our businesses succeed, 
excluding only those who 
still want merely to ossify 
British industry or defend 
vested interests," he said. 

The rightwing former 
defence secretary used his 
first important speech since 
losing his seat at the general 
election on May 1 to urge the 
party to build a more caring 
image. He said the party had 
to recognise the changes in 
society including the declin- 
ing status of marriage. 

Urging Conservatives to 
have a less judgmental atti- 
tude towards personal rela- 
tionships which do not fit 
the old social norms, he said 
there should be a more toler- 
ant approach to sexual mis- 
demeanours among MPs. 

But Mr Portillo also pur- 
sued a more typically right- 
wing line, criticising the pre- 
vious Conservative 
government for not curbing 
regulation and for encourag- 


NEWS: UK 





mg the growth of the state. 

“We were rather notable 
regulators. We passed vol- 
umes of new rules and laws 
interfering with almost 
every aspect of business and 
social life," be said. 

Following its election 
defeat, the party had to be 
even more pro-business, will- 
ing to defend the role of 
incentives and profit But Mr 
Portillo echoed the senti- 
ments of the present govern- 
ment by advocating “respon- 
sible and self-enlightened 
capitalism. In more everyday 
terms, it means that our best 
companies are also those 
who treat their employees 
best; consulting informing 
and stimulating." 

He insisted the govern- 
ment was wrong to try to 
force trade union recogni- 
tion. but Conservatives had 
to “embrace the co-operative 
mood in business". Mr Por- 
tillo's call for a partnership 
with the trades unions was 
welcomed by John Monks, 
general secretary of the 
Trades Union Congress 
which this year has had a 
stand at the Conservative 
conference for the first time. 

Mr Portillo stressed the 
party's “unreserved support” 
for the family but added that 
“we admire those many 
people who are doing an 
excellent job raising children 
on their own. Our society 
has changed. For good or ill 
many people nowadays do 
not marry and yet head sta- 
ble families with children.” 

Some of Mr Portillo's com- 
ments were seen as an 
attempt to reflect a more 
compassionate mood in the 
country following the death 
of Diana. Princess of Wales. 

Philip Stephens, Page 16 
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Central bank 
leaves interest 
rate at 7% 


Detail from Ernst Ludwig Kirchner’s Strassenszene, which sold for more *>»«» £l.5m (S2.43m) 

Klimt painting sells for £14.5m 


By Antony Thomcroft 

A landscape painting by the 
Viennese artist Gustav 
Klimt of a schloss on the 
shores of Lake Attersee near 
Salzburg sold for £14£m at 
Christie's in London yester- 
day. 

The price was more than 
double the pre-sale estimate 
and is the highest sum paid 
for a work of art at auction 
in the world this year. It is 
also the third highest price 
ever recorded in a London 
saleroom, confirming an 
increase in demand for hi gh 
quality art. The anonymous 
buyer bidded on the tele- 
phone against four others. 


Klimt painted Schloss 
Kommer am Attersee H 
around 1909. It is one of five 
views of the house that he 
completed between 1908 and 
1912 and is the only one not 
owned, or on loan, to a 
museum. Hence the keen 
bidding to seenre this 
undoubted masterpiece by 
an artist who has only come 
to commercial prominence 
In the past 30 years. In May 
Sotheby’s in New York sold 
another Klimt landscape, of 
a village hm on Lake Atter- 
see, for S14.7m (£9.1 m). 

Christie’s auction of Ger- 
man and Austrian art 
topped £32.6m for 272 lots 
and illustrates London's 


ability to compete against 
New York for saleroom dom- 
inance by careful market- 
ing. Christie’s held its first 
specialist auction of German 
art in 1993 and since then 
has succeeded in establish- 
ing record prices tar many 
German artists, especially 
those working in the 20th 
century. 

In contrast its arch rival 
Sotheby's continues to sell 
German paintings in its gen- 
eral Impressionist and Mod- 
ern art auctions. 

With the finest Impres- 
sionist paintings appearing 
only rarely on the market 
German Expressionist art is 
becoming fiercely fonght 


over, especially by European 
buyers. 

Christie’s yesterday 
offered 10 paintings in this 
sector from the collection of 
Hans Ravenborg, acquired 
over the past 30 years. Eight 
were sold, for £6. 5m, and 
there were notable artist 
records, including the 
£2,091,500 paid for Poor can 
Gartentisch. painted In tbe 
Fanve manner by August 
Macke (who was killed in 
1914 in the first world war 
aged 27J; £1,101,500 for 
Zigeu r mer ir men am Lager • 
feuer, a languorous work of 
gypsy girls, by Otto Mueller; 
and £936,500 for Sprmgendes 
Pferd by Franz Marc. 


Railfreight ‘could grow by 40%’ 


By Charles Batchelor, 
Transport Correspondent 

Freight carried on Britain's 
railways could increase by 
nearly 40 per cent by 2005 if 
the privatised rail companies 
deliver the cost reductions 
and service improvements 
they have promised, accord- 
ing to a survey co m mis , 
sioned by the rail regulator 
John Swift. 

The report by National 
Economic Research said that 
freight traffic could rise 


from 13.1bn torme/kms to 
172bn tonne/kms (a tonne/ 
km equals one tonne of 
freight being moved one kil- 
ometre), reversing the indus- 
try's long-term decline. 

The largest increase is 
expected to come in areas 
most sensitive to reductions 
in costs and improvements 
in service. These include 
international shipments, 
domestic services involving 
a combination of road and 
rail, and non-bulk ship- 
ments. The tonnes/km fig- 


ures on these shipments are 
expected to grow by 80 per 
cent. 

Mr Swift warned Rail track 
that he would monitor its 
performance to ensure the 
freight industry was pro- 
vided with the capacity it 
needed to meet “an historic 
opportunity for growth”. 

The report warned that 
unless t unn els and bridges 
were modified to allow 
“piggyback" road trailers 
and 9ft Gin high containers 
on wagons, 2.4bn tonne/kms. 


By Richard Adams, 

In London 

The Bank of England, the 
UK central bank, left inter- 
est rates unchanged yester- 
day, while retailers nation- 
ally were disappointed by 
the growth in their sales 
last month. 

The Bank’s monetary pol- 
icy committee concluded its 
monthly meeting yesterday 
by saying its key securities 
repurchase rate remained at 
7 per cent It is the second 
month in a row that rates 
have stayed unchanged, fol- 
lowing the committee’s 
“pause" declared after tbe 
August meeting. 

Few in the City expected 
interest rates to change this 
month. The latest economic 
figures had showed some 
signs of growth slowing, 
after four consecutive rate 
rises between May and 
August took the base rate 
from 6 per cent to 7 per cent 

Yesterday's figures from 
the Confederation of British 
Industry, the principal 
employer's organisation, 
showed retail sales continu- 
ing to grow during Septem- 
ber, without sparking fears 
of a consumer boom. But 
analysts warned that the fig- 
ures for last month could 
have been distorted by the 
death of Diana, Princess of 
Wales. 

Tbe CBI said 47 per cent of 
retailers reported higher vol- 
umes of sales compared with 
a year earlier, while only 21 


per cent said volumes were 
lower. Tbe positive balance 
of 26 was slightly higher 
than August’s balance of 22, 
bat below the balances 
above 30 In June and July. 

But many retailers had 
expected sales volumes in 
September to be much 
higher. In August's survey, a 
positive balance of- 36 per 
cent of retailers had expec- 
ted volumes to grow last 
month. 

The average, of the last 
three months indicates that 
underlying sales growth had 
softened, to its lowest rate 
since January 1996. 

Sudhir ' Junankar, the 
CBI's associate director of 
economic analysis, said: “It 
certainly backs up the latest 
decision by tbe MPC to keep 
rates on hold.” 

The biggest increases in 
gaipg volumes came In dura- 
ble household goods, such as 
washing machines and 
videos. A positive balance of 
80 per cent of retailers 
reported higher sales vol- 
umes, which the CBI attri- 
buted to the effects of wind- 
fall payouts, made to the 
members of mutually -owned 
building societies [home 
loans and savings institu- 
tions] and life assurance 
societies, and the buoyant 
housing market 

Motor traders reported 
annual sales volumes rising 
at the fastest rate since Feb- 
ruary 1994, although growth 
is forecast to moderate in 
October. 


or nearly half, of the proj- 
ected increase could be lost 

The report also said that 
Railtrack must make it 
easier for freight customers 
to obtain connections to 
mainlin e routes and increase 
capacity at bottlenecks. 
These two problems could 
reduce the projected 
increase by 2.1 bn tonne/kms. 

Railfreight has in part 
declined from 152bn tonne/ 
Inns in 1991-92 because of a 
shift by power stations from 
coal to gas. 
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FUTURES 
OPTIONS 
& FOREX 

PRIVATE CLIENTS 
WELCOME 


tFRKFT.EV FUTURES LIMITE D 

38 DOVER STREET, LONDON W1X3RB H 
TEL: 0171 629 1133 FAX: 0171 495 002* Jj| 
hUp^/wm.bflxiMik — 


THE PROPERTY MARKET 


Union 



MARGINED FOREIGN EXCHANGE 
FUTURES & OPTIONS 

24 HOURS |-m 

http:/, ''www.anioBcal.com l-.'.J 

Fax 0171 522 3317 


0171 

649 

3030 


C Li " i?. I X c Yi A G l V. t XT C O R 7 O K T i O ! 


UNION TAX-SHOP LTD 

For all your tax and self- assessment needs 
Tax Returns from £60 

TEL: 0345 585573 / FAX: 0345 573376 


MINIS&P RFKKF.I.EV FUTURES IIMITE n 

FnTTTRFC FOR A RIEE MINI SiPTRADINCHT AND DETAILS Sft 

ruiuftte ON’ OUR BROKERAGE SERVICES, PLEASE CONTACT: ■=■ 
_ * T: m in 629 1133 F: IM4 171 4K0K2 tepyfwnibflxojik 

UrUV/Wa W»»MIWPW><»B|lW«mM»«K 


mini 

REUTERS 


FUTURESE 

TTRindex C 

financial m 



Stock 


D.na Rriiiidca.'tiiiL! I'orp 



OFFSHORE COMPANIES 



MU1RPACE 


A personal fcrrict m Futures, Qpdom & _ - v 

Qmendes with (Urea access to exchange 
James MjxwcD 


Tel: 0171 702 IWf 
Fax. UlTI 490 6S (5 



Fast Fills. 

Low Rates. 
Quality Service. 

LITlD-lVALDOCK & COiMPA.NV 

*-13 civvi'iii si. < i . i i.- 1 1 imi mv in* 


*5 *25 

Femes * Opten, nuad-tura 

InstitBtiwul service 
for private dims. 

0800-262472 

&E 0171-266-2446 
vwwlimFwah to ck. co m 


SEALED BID SALE 

JACINTOFOHT - HOUSTON, TEXAS 

• Premier Houston Ship Channel properties 

• 775 acres 

• 401 acre deepwater site 

• Ready for immediaie development 

• Utilities available 

• Rail service can be extended to several tracts 

For color brochure, 
terms or conditions, call: 

U.S. direct 713.626.8888 
U.K. 44.171.477.6713 
or visit our web site at 
www.jacmtoport.coin 


Jointly marketed by: 
$ Grn hhflE Dgj and 


Sealed BidDeadkie: 
November 6,1997 


HIGH YIELDING RETAIL/OFFICE 
INVESTMENT PORTFOLIO 

« Tenants include Wool worths Pic. Somerfield Property Co. Lid- 
Bud gens Stores LuL. Iceland Frozen Foods Pic. Greggs Pk «c. 

* 95% of income secured to well known covenants. 
♦Income £98531 3 pa 
O.I-R-O. £10^00^00 subject io contract 
Contact Sunil. S. Popat 


Tel: 0171 833 5885 Far : 0171 833 5995 


Idyllic Bucks Cottage 


v BUILDING ^ 
COMPANY SELLS 
FINISHED 
RESIDENTIAL 
ESTATE 


bi Woaon Underwood, one of the 


within easy reach of London, fully 
refurbished, 2 rrcep*. cloakroom. 

2 double b c diuums . 3rd bedroom 
cowoted io siudy/sining room. 4th 
b e dro om converted to indulgent 
bathroom, very light and comfortable 
accommodation Tor scrapie plus 
guests, open fires, sunny sedated 
garden, beautiful views and waits. 
London 45 miles approx^ Chilton 
Line not fas. 

Offers around £21 0,000 
lU: 01844 337441 


Costa Dorada (Spain). 




Superb Opportunity. 

For more information 
contact Paincsa 
Tel 34 77 400 413 
Fax 34 77 401 901 
hapV/www.ribsysrom/panicsa 
E-mail: 

pq m esatgarrakis.es 


FRANCE- CLERMONT-FERRAND 


OFFICE PREMISS with systems areas. 

58, boulevard Berthe! ot 

Usable Eurfaoa area 1537 aqjn. approx, in 2^10 sqm d land -Parking spaces. 

BkUns pries: rap 4,000,00a VWts: By appointments. 

SALE BY AUCTION: NOVEMBER 14th, 1997 


NT. CHABERT - Notaire 

33 2V. Juliun =c.3CC? C^rmcnt-Ferrsnd - let: 3023.-« 3-93-3 &-C1 


5 DREAM ISLANDS 

and peninsulas in tropical or temperate climate, great 
development potential, for sale below market value due 
to business liquidation. 

Total 2161 acres, US-$ 2J million. 

Tel: +49-971-4041/ Fax: +49-971-5856 


Shanghai 



• «nsat £ori , 


Smikrm 

Centum Fiaza 

250,000 So. Ft. 

Grade ’A' office space 

AVAILABLE (N SUITES OF 
2000 FT* AND UPWARDS 
WITH 3 FLOORS OF RETAIL 
ACCOMMODATION IN 

pruie location with 

EXCELLENT COUMUMCATTONS. 
OCCUPATION EARLY 1998 

Ieasuk tbms oi Appuanoa 

MARTIN CLARKE 
ASSOCIATES 

CHARTERED SURVEYORS 
53 Qubn Aime Stsst 
London WTM 9FA 

Tel: 0171-2243888 

For Information Pack, 
Fax: 0171-224 2368 


MADRID^ 


No set-up costs 

-REiastonED WELCOME 
A00RESSES TO 
•MsTMi Rooks 
•Fuuy Fumtsneo 

OFfXXS WITH 
TafPH0«4NDF«t 
-Multuncual 
SCOIETAniES 
■FUUY SEfTVCEO 

cAteefa Vtorrei, 8 
4134 1)7*2 5013 


Exclusive Sale Offering 

H \ / a -r~ -r- Houston’s Premier 
-I I Business/Convention 
‘ ' Hotel Is Offered 


For Sale 



CUSKMAN& 

WAKEFIELD 


To receive an Investment Summary contact: 
James E. Savage or Richard H. Rudd 
I 300 Post Oak Blvd., #1600 * Houston, Texas USA 77056 
Tel: 7 1 3-963-2835 • Fax:713-961-4226 
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TECHNOLOGY 


The power to create 

MBS 


Andrew Baxter on how one of 
the world's leading goldsmiths 
embraced computer-aided design 




A s the Queen's goldsmith 
and Jeweller, freeman of 
the City of London and 
the most recent prime 
warden of the Worshipful Com- 
pany of Goldsmiths. Stuart Dev- 
lin is not used to people calling 
him crazy. 

But that is what happened 
when the Australian-bom 
designer, who has been described 
as the world’s greatest living 
goldsmith, splashed out more 
than £100,000 on his first 
computer-aided design (Cad) sys- 
tem. Hie investment made him 
the first leading rigsignpr to use 
Cad so extensively. 

It was a bold move because, at 
the top end of the art world, com- 
puter technology is viewed with 
some distrust What may be fine 
for designing, say, an excavator 
arm is not quite "the done thing" 
for a specially commissioned 
work that might cost thousands 
of pounds. 

But Mr Devlin, whose design 
office is a roomful of high-tech 
equipment in some old Sussex 
stables, has embraced the new 
approach enthusiastically, and 
says it has transformed the way 
he works. Besides, he quips, “I 
decided it was a way to keep the 
rising stars from snapping at my 
heels." 

Craftsmen, he says, should be 
looking for tools that bring “the 
greatest power to their elbow", 
rather than feel they must 
always maintain methods used in 
the past And he is keen to see 


student designers encouraged to 
use the technology more. “If an 
old guy like me can master it, 
think what they will be able to 
achieve," says Mr Devlin, who 
was 66 yesterday. 

The former teacher of art and 
design, who began his career in 
Australia before moving to Lon- 
don in 1965, has always been 
interested in technology. 
Through the 1980s, he monitored 
developments in Cad technology 
untQ it reached a point where it 
could help him. 

“I did not want a system that 
helped me design, but one that 
would help materialise my 
ideas,” he says. “As an individ- 
ual, your ideas are limited by the 
ability to materialise them cor- 
porations have always had this 
power, Cad technology gives it to 
the individual, too. 

“But I needed a high degree of 
sophistication. There would have 
been no point in starting with a 

Cad can speed up 
the design process, 
allowing on-screen 
modifications to be 
made easily 

PC and a low-end Cad program. 
You would never progress." 

Mr Devlin bought a workstat- 
ion and software from Intergraph 
in 1388, and has stuck with the 
Alabama-based technical comput- 



er skills, new technology: Stuart Devfin at work with his Cad system 


ing company through several 
upgrades. 

He admits that incorporating 
computer technology into his 
design work was hard at first. He 
felt awkward attending training 
sessions with people 30 years 
younger than Him at Intergraph's 
UK base in Swindon. 

He soon found however, that 
his understanding and experi- 
ence of using three dimensions in 
his work gave him an advantage. 
Subsequently, his insights into 
how to exploit the technology 
have been made available in 
Intergraph user groups, benefit- 
ing mare conventional designers 
in engineering and other indus- 
tries. 

Mr Devlin has used the tech- 
nology to develop his designs in 


everything from intricate gold 
jewellery to instruments for key- 
hole surgery. His latest major 
project - desi g nin g 24 commemo- 
rative coins for the Sydney Olym- 
pics - illustrates the way Cad 
can speed up the design process, 
allowing on-screen modifications 
to be made easily and quickly 
when working to tight schedules 
for a customer on the other side 
of the world. 

Recent improvements in the 
way Cad systems put in shading 
to designs have also been particu- 
larly important for Mr Devlin. A 
process known as ray-tracing 
assigns attributes to each reflec- 
tive surface, so the on-screen 
image looks almost like the real 
thing. 

The biggest revolution, how- 


ever, has come in the relation- 
ship with the workshop where 
the piece is to be produced. Previ- 
ously, even with detailed draw- 
ings for. the craftsman, they 
would not have, all the informa- 
tion needed to make the piece 
accurately, and it would emerge 
no more than 75 per cent correct. 
Now. Mr Devlin can be assured 
that the finished piece wfll be all 
but 100 per cent correct “And I 
don’t have to go to the work- 
shop." he says. 

This has led to a fundamental 
change in the way Mr Devlin 
works. Before the introduction of 
Cad, the many different skills 
needed to make jewellery or sil- 
verware had to be under one 
roof. His workshop, which once 
employed 60, bas been disbanded: 
all the s kills survive, but in 
smaller units of craftsmen who 
can work more efficiently. 

Mr Devlin does have some 
quibbles about Cad: “It is still 
difficult to use,” he says, 
“although it is advancing in leaps 
and bounds.’' Based originally on 
designing with straight lines and 
arcs of circles, it has yet to catch 
op fully with the ability of mod- 
em wiflfthiria tools to cut more 
complex curves, he says, or the 
fact that designers think in terms 
of solid objects rather than lines 
and surfaces. 

And some thing s can still be 
quicker by hand. After printing 
out a computer-generated line 
drawing, Mr Devlin would nor- 
mally shade it himself, giving the 
designs a personal touch which 
appeals to many customers. ' 

Mr Devlin's latest Idea is for an 
instant prototyping machine 
which could be hooked up to his 
Cad system to produce a real ver- 
sion of a design in 30 minutes - 
compared with, three days for a 
fully finished model from modem 
rapid prototyping machines. Tm 
99 per cent sure that I can do it," 
he says. “In fact. I’ve designed it 
on the computer.” 


A n electronic nose able to 
sniff whether tomatoes 
have flavour, mangoes are 
about to ripen or tea is being 
spoiled in the drier has been 
developed by the University of 
Greenwich and the Natural 
Resources Institute In Chatham. 

Even before it becomes 
available commercially, the noee 
is generating interest in Kenya’s 
tea industry, which uses 
fluid-bed driers in which the tea 
is levitated on hot air. The nose 
can detect whether the tea is 
getting too hot and losing 
important aromatic compounds 
halfway through the drier. It 
should also help the earlier 
withering of the tea leaf, during 
which aromatic alcohols form. 


Developing a nose for the job 


Dr Sarah Taylor, a post-harvest 
technologist at the institute, 
hopes that the nose can be 
marketed at £2,000, including 
data -handling equipment and 
software. But a nose for a single 
application, giving a reading for 
a particular gas, could be as 
cheap as £200. 

Electronic noses are not new. 
Those on the market, however, 
tend to be complicated, cost more 
than £30,000 and are therefore 
generally confined to research. 

To reduce the cost and 
complexity of the nose, the 
institute has cut the normal 


30-odd sensors to six. 

The prototype is a 1ft sq box 
con taining a pump to draw 
aromas into a cylinder measuring 
about 2in in diameter. This 
contains sensors for carbon 
monoxide, ethylene, hydrogen 
sulphide, propane, ethanol and 
volatile organic compounds. 

The sensors are semi-metal 
oxides, mostly tin. Their 
electrical resistance changes 
when an odour is present, the 
changes depending on the odour 
and on the type of oxides used. 
Over a few seconds, the 
variations in resistance create 


patterns characteristic of 
different varieties of tomato, 
apple and tea. 

The new nose can distinguish 
between varieties of tomatoes 
and teas better than chemical 
tests using chromatography, say 
its backers. It can detect gas 
concentrations of less than one 
part per million. 

Only one sensor, for ethylene, 
is needed to check on the 
ripening of mangoes. One 
imported green mango looks very 
like another, says Dr Taylor, yet 
a container full may be at 
varying stages of ripeness. The 


sensor can pick out green 
mangoes that are just beginning 
to ripen. 

Professor Ed Metcalfe did the 
initial work on the nose at 
Greenwich. A research student, 
Linda Smith, spent three years 
developing a practical nose. 

To develop a commercial 
version, Greenwich and the 
institute (which became part of 
the university last year) are 
hoping for funding under the 
Department of Trade and 
Industry’s link programme. 


Update • Identifying plasti cs 

'Fingerprint' 

detection 


THEN: Identifying the 

hundreds of different plastics 
used in vehicle construction is 
one of the biggest challenges to 
the successful recycling of 
scrapped cars. Even a tiny 
amount of an incompatible 
plastic ot ruin an entire batch 
of recovered material. 

In May last year, Ford and 
Southampton University said 
they had jointly developed two 
devices, working on separate 
prin c ip les, that could identify 
plastics within seconds. 

One, the Tribopen, was 
intended for hand- held use by 
car dismantles. It works on 
the basis of tri bo -elec trie 
charges which occur when a 
metal or plastic surface is 
rubbed against the part. 

The other, the Spectrometer, 
was intended for large r-scale 
applications. It analysed the 
spectroscopic “fingerprint" of 
the material and compared it 
with its integrated database, of 
more than 200 plastic types, 
producing an answer in a few 
seconds. Any unidentified mate- 
rial could he added quickly to 
the database. 

NOW: The Spectrometer has 
become the PolyAna, and Is 
already proving invaluable in 
speeding up the plastics recycl- 
ing process. Other applications 
are developing: Ford is using it 
to check the quality of plastic 
arriving at its car plants from 
suppliers, while the food indus- 
try has been using it to identify 

plastic con taminat ion in food. 

The machino which has been 
patented worldwide, works by 
directing an infra-red beam 
linked to a spectrometer on to a 
piece of plastic via an optical 
cell The plastic bounces back a 
unique electronic wave, which 
can then be Identified, along 
with any additives it contains, 
by reference to the database. 
This now contains details on 
more than 1,000 plastics. 

The system has already 
attracted hundreds of inquiries 
worldwide, with several 
mflchinfiS - hunt, fo the UK, sold 
at £25,000 -£30,000 each. It 
should he possible to sell at 
least 50 a year, says Roger 
Ashby, managing director of 



Classified appointments 
announcements 


John Greensmith 

International Executive Director 



PLAN International, one of the world's largest child focused 
developmental organisations, has appointed John Greeensmrth, 
48, as International Executive Director. He joins PLAN from 
British Petroleum where he was Managing Director of BP Africa 
Ltd. He will be based at the International Headquarters of PLAN 
in Woking, Surrey. 

Mr Greensmith will oversee PLAN'S child-focused development 
programmes in health, education, environment and income 
generation in over 40 countries, helping over 1 million sponsored 
children in Africa, Latin America and Asia. 


Julian Harper 

Managing Director 



Julian Harper's brief is to build on Systems Union’s dominance in 
providing leading financial and business software solutions for 
mid-market organisations. Julian joins Systems Union from 
Sanderson Electronics pic, where he was managing director of a 
principle operating subsidiary. Prior to this he gained extensive 
sales and general management experience with ICL 

Julian said: “As one of the most successful UK software 
companies, Systems Union is ideally placed to capitalise on the 
growing requirements of mid-market companies, such as 
scalability, Year 2000 and EMU compliance. It is my role to 
ensure that we deliver this whilst providing the highest levels of 
service and support to our customers." 


Mark Selby 

Chartered Accountant 



Mark Selby has joined Henry Cooke’s corporate finance team 
which is enjoying a record year. After taking a mechanical 
engineering degree at Manchester University he trained as an 
accountant with BDO Stay Hayward in London before returning 
to the north where he handled a broad range of deals in the bio- 
technology, engineering and recruitment sectors. At Henry 
Cooke he will be involved in private pladngs, AIM and full Stock 
Exchange listings. 


For further information on the advertising rates in Classified Appointments 


David Spark 


THE PROPERTY MARKET 


Southampton innovations, 
which is exploiting the technol- 
ogy commercially on b e ha l f of 
the university. 

A mobile version has been 
developed, enabling the analysis 
of plastics to be carried out as a 
visiting service from the back of 
an estate car at a factory or 
reprocessing site. Software 
called Portasort has been devel- 
oped so that the machine can be 
easily by unskilled people. 

Last week, PolyAna won the 
animal Horners Award for Plas- 
tics, awarded by the Worshipful 
Company of Horners and 
administered by the British 
Plastics Federation. The award 
went jointly to Peter Mucci, 
senior lecturer at Southamp- 
ton’s Faculty of Engineering, 
and Professor John Amner, 
Ford's automotive recycling Spe- 
cialist. i 

The next; stage, says". Mr 
Ashby, is to automate the sys- 
tem by linking it to conveyor 
belts and mechanical sorting 
systems. This could be done in 
two years, he says- 

Meanwhile the Tribopen is 
also finding uses beyond recycl- 
ing. A few hundred have been 
sold, mainl y for testing pur- 
poses. Applications range from 
r hacking the type, of ffonn used 
in hospital X-ray departments, 
to testing the plastic covers on 
neon light systems for their fire 
retardant qualities, 

AB 


cm 0171 873 4015 


F inancial institutions 
and other portfolio 
investors are fast 
losing interest in 
owning property because it 
is so different from holding 
equities or bonds, according 
to Bill Nowlan. the consul- 
tant who seems to have 
spearheaded a breakthrough 
in Irish property investment 
Buying and selling prop- 
erty is expensive and time 
consuming, lot sizes are 
large and, because the mar- 
ket is opaque, buyers and 
sellers do not always know 
how to find each other. It is 
a more difficult and expen- 
sive asset class to trade than 
almost any other. 

Portfolio ownership of 
property In Ireland is now 
down to 5 per cent of total 
investment, making it a mar- 
ginal asset class at best, Mr 
Nowlan says. 

In the UK, the trend is 
equally marked. Institu- 
tional investment in prop- 
erty bas fallen more or less 
steadily since 1988, accord- 
ing to the latest figures from 
the Central Statistical Office. 
In 1988, life companies and 
pension funds had 17 per 
cent and 9 per cent of their 
portfolios, respectively, 
invested in property. By the 
end of 1996, those numbers 
had fallen to 7 per cent and 4 
per cent respectively. 

And if large portfolio 
investors are not going to 
buy property, who will? 

It is this point that Mr 
Nowlan and others are press- 
ing on Ireland’s Revenue 
Commissioners, who he says 
are minded to approve a new 
structure likely to create 
waves in other European 
capitals. 

Ireland's Finance Depart- 
ment. however, has been 
quick to pour cold water on 
tiie scheme, saying that it 
believes legislation would be 
necessary for such a change. 
The Revenue Commissioners 
could not simply authorise 
the new securities by re- 
interpreting existing rules. 
“It is not under consider- 
ation now," a Finance 
Department spokesman said. 

Under the plan, investors 
would pool together to buy a 
property and own “rent 
charge certificates", giving 
t h e m a share in rents and 
other income from the prop- 
erty. Because the entity is 
not a company, it will not 
incur corporation tax, 
although individual inves- 
tors will have to pay tax on 
the earnings stream in the 
same way that they incur 
income tax on the dividend 


Pooled 

resources 

Norma Cohen on an 
investment vehicle with 
European applications 

What happened when Australia 
launched pooledfrepertir fumte ' 

Imflrect property (% of pension funds’ total investment} 
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income from shares. 

When the time comes to 
sell the property, a majority 
of rent-charge certificate 
holders must agree to the 
sale. Capital gains taxes 
would not be deducted at 
sale, but would be paid by 
each certificate holder. 

Even better, dealings in 
the certificates would incur 
the 1 per cent stamp duty 
levied on all share dealings, 
not the 6 per cent duty on 
property transactions. 

Brian Davy, chairman of 
Davy Stockbrokers, Ireland's 
largest stockbroking firm, 
says that although the origi- 
nal plan, envisaged certifi- 
cates issued on a single prop- 
erty, there is no reason why 
the structure could not also 
apply to pools. 

When offered the choice of 
investing directly in prop- 
erty or investing in easily 
tradeable property certifi- 
cates, institutional investors 
choose the latter, as data 
from Australia show. 

Since 1971, Australian 
Listed Property Trusts 
(ALPTs) have offered liquid, 


tax-transparent investment 
opportunities to investors, 
and these which have grown 
especially in the 1990s with a 
large number of initial pub- 
lic offerings. 

Data compiled by BZW 
Property Investment Man- 
agement show that Austra- 
lian pension funds have 
favoured these over direct 
property investment. Direct 
property investment fell 
from 18 per cent of the aver- 
age pension fond portfolio in 
1985 to 5.3 per cent in June 
1997. Indirect propert y rose 
to 4.4 per cent of portfolios 
from 1.5 per cent in .1985. 

Moreover, Mr Davy says, 
the new Irish certificates 
could greatly expand the 
investor base in property 
there. “There is an enor- 
mous amount of private 
wealth being created, in 
Ireland," he says, "With 
interest rates low. we believe 
there is a very si gnificant 
private investor interest in 
property certificates." 

Private investors wishing 
to make a p rop er ty play in 
Ireland only have two listed 


property companies to 
choose from - Green Proper- 
ties and Dunloe House. 
These two have a total mar- 
ket capitalisation, of roughly 
I£30m <$2Lm) against a total 
market capitalisation of 
I£33bn. “There’s no opportu- 
nity to invest in a meaning- 
fol way in Irish property 
pools,” he says. 

If the moves in Ireland are 
successful, they will create 
waves in the UK where 
efforts to obtain inland Reve- 
nue approval for a pooled 
property vehicle have come 
to nothing. 

UK institutional investors 
have looked longingly at the 
exploding market in US Real 
Estate Investment Trusts. 
These Reits pay no corpora- 
tion tax, provided that 95 per 
cent at net income is passed 
to investors as dividends. 

With roughly $120bn of 
these trading, currently, 
they meet the criteria of 
liquidity, price transparency 
and tax efficiency that UK 
investors expect 

CIN La Salle, UK arm of 
Chicago- based La Salle Part- 
ners, plans to launch the 
first US Reit backed solely 
by UK property next year. 

If UK properties can be 
securitised into a US . Reit, 
why can they not also he 
packaged into an Irish Stock 
Exchang e-traded vehicle? No 
reason why not. ; says John 
Whalley, head of property 
investment at AMP Asset 
Management 

The question . now is 
whether the UK's Labour 
government will be prodded 
into offering Reit-like tax 
breaks to domestic vehicles 
simply to prevent prop ertie s 
from being repackaged intd 
securities which : trade: on 
foreign stock exchanges: * 

UK authorities could argue 
that .there already are oppor- 
tunities for UK investors to 
trade in pooled .'property 
fonds. albeit without . the tax 
advantages of Reits' or 
ALPTs. Investors can buy 
shares in any. one of . 121 
property companies, and 
sometimes, as in the past 
week, they do. '* 

It would .be interesting to 
speculate on the future, of 
these companies,, the vast 
majority of which are too 
small really to lie* considered 
liquid traded vehicles, If 
Reit-like structures ipse -to.. . 
compete with, theim. It .Is 
hard to believe many would 
last long. 
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^asejTtudy Enron 


international | America finds 


Taking off at a faster rate 


power surge 


Simon Holberton 
and Bruce Clark 

on expansion in 
energy companies 


D eregulation, privati- 
sation and open cap- 
ital markets are 
turning electric power, for- 
merly a local business, into a 
global one. 

Two very different US 
companies are among those 
exploiting the trend: Enron, 
the Houston-based energy 
group that was once a regu- 
lated gas pipeline business, 
and Southern Company, the 
Atlanta-based giant of the 
US electricity industry. 

Both face the task of turn- 
ing domestically focused US 
companies into international 
businesses. 

"If you look at the tradi- 
tional electric utilities there 
are a number of activities 
they do which are distinc- 
tively local, such as distribu- 
tion,” says Jeffrey Skilling, 
president of Enron. 

"But if you go upstream, 
to generation, there are big 
economies of scale to be had 
and they can be captured on 
a global basis. Further 
upstream to fuel source - 
oil, gas, or coal - you bave 
to operate on a global basis 
to be effective," he adds. 

A.W. Dahlberg, president 
of Southern, has spent 
nearly SSbn (£3bn> in the 
past two years buying into 
companies in the UK, Ger- 
many and Asia. It hopes to 
generate 30 per cent of its 
revenue from non-traditional 
sources by 2003. 

"As a global energy com- 
pany, we are still in our 
infancy," says Mr Dahlberg, 
adding that the same goes 
for its international rivals, 
such as Edison Mission 
Energy of California, 
Britain's National Power and 
Belgium's Tractebel. 


Enron has been in the 
global energy business 
slightly longer. Mr S killing 
says Enron’s strategy abroad 
Is to build business around 
significant asset positions. 

"Take what we did in the 
UK. Teesside [a 1.800MW 
gas-fired power station] is an 
independent power project. 
But we have added layers to 
our operations - energy 
trading, marketing of gas, 
financial services to support 
ours and our customers busi- 
nesses. All around the world 
that's the way to maintai n 
margins and expand them," 
he exp lain s 

Foreign investment has 
not been trouble-free. 
Southern’s $2.1bn acquisi- 
tion of Consolidated Electric 
Power Asia, its biggest deal 
to date, led to a culture 
clash between local manage- 
ment and the new owner. 
Stewart Elliott, head of 
CEPA, was replaced with a 
Southern man. Raymond 
Hill. 

Mr Dahlberg says: "We are 
a large company, moving 
towards becoming more 
entrepreneurial but still to 
some extent bureaucrat- 
ic. . . [CEPA] was entrepre- 
neurial and growing rapidly, 
and the structures that 
might bave worked at one 
time didn't grow as the com- 
pany grew.” 

Similarly Enron’s invest- 
ment in India has not gone 
entirely smoothly. A $2.5bn 
project at Dabhol. Maharash- ' 
tra. has been buffeted by i 
local politics. The local gov- | 
eminent wants a 30 per cent | 
in the scheme. 

"If you look at our backlog 1 
[order book], we’ve got $20bn I 
of projects under way in 25 , 
different countries," says Mr 
Skilling. "The chance of not 
having a hiccough in that 
system is zero. Dabhol is 75 
per cent complete: it's a 
great project for India and 
it's a great project for us.” 


its customer 
is the world 

The sheer size of the US market has made it hard 
for domestic companies to shift their focus overseas. 
But the process has begun, writes Richard Waters 
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I n the decades after the 
second world war, says 
Larry Bossidy, chair- 
man of Allied Signal, 
the diversified US manufac- 
turer, US companies "had a 
vast domestic market that 
consumed what you were 
able to produce”. 

"And if sales were good 
here, you could make them 
even better by exporting 
your products to Europe, 
which was getting hungrier 
for anything we made.” 

Things have certainly 
changed. US companies that 
once saw the world market 
as a place to channel their 
excess domestic production 
are now waking up to find 
that a third, or even a half, 
of their sales will soon come 
from abroad. 

Rockwell, a maker of avi- 
onics and manufacturing 
automation equipment, 
began looking overseas in 
earnest in the early 1980s. 
but now finds itself at a 
watershed. 

"This didn't start the day 
before yesterday," says Don 
Davis, the company's new 
chief executive. "Globalisa- 
tion is a journey, a process, 
and it's on-going." 

Quietly, Rockwell’s inter- 
national sales have crept up 
to 40 per cent of the total, 
and Mr Davis has just set a 
target that would be a defin- 
ing moment for the com- 
pany: to rely on the US for 


less than half its revenues. 
“Some of the fastest-growing 
markets are outside the US." 
he says. 

Such a shift in focus is 
beginning to have a pro- 
found effect on how Amer- 
ica’s biggest companies view 
the rest of the world. The old 
models of corporate behav- 
iour, when multinationals 
acted like empires and for- 
eign operations were run 
like colonies, are beginning 
to give way to structures in 
which more decisions are 
being made overseas. 

Above all, the race is on to 
develop a culture - and a 
group of managers - that is 
more attuned to the forces 
beyond US borders. 

American companies are 
starting with powerful 
advantages. By almost any 
measure they hold a leading 
position in the most global 
of industries, from pharma- 
ceuticals to computer soft- 
ware. 

According to a recent 
ranking by the United 
Nations, 30 of the 100 largest 
multinational companies, 
ranked by their foreign 
assets, are American. 

That probably under- 
estimates the American 
edge. Morgan Stanley, an 
investment bank, set out last 
year to identify companies 
that have sustainable com- 
petitive advantage in global 
markets, based on such qual- 
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ities as the strength of man- 
agement, brand identity, low 
costs, access to capital 
More than half were Ameri- 
can. 

Such analyses suggest that 
this is merely the start of the 
era of US corporate Influence 
around the world. That is 
certainly one of the beliefs 
that has driven the US bull 
market in the mid-1990s, as a 
handful of so-called "nifty 
fifty stocks” — those with 
global heft - have led the 
market's rises. 

Sluggish wage rises, rising 
productivity (at least in 
manufacturing) and the fall- 
ing dollar have helped. 
According to the Council on 
Competitiveness, American 
factory workers were the 
most highly paid in the 
world in 1985: a decade later, 


(£l00bn) in 1985 to more than 
9500bn 10 years later. 

That does not mean that, 
for many foreign companies, 
the tantalisingly big and 
open US market has proved 
easy to break into. The 
waves of consolidation that 
have swept over some of the 
country's biggest industries 


US companies benefit 
from the ingenuity and 
determination of a 
nation of immigrants 


that distinction had gone to 
Germany, with Japan and 
France also passing the US. 

It would be wrong to 
overdo the enthusiasm. 
"We’re pounding ourselves 
on the chest in America over 
how wonderfully we’ve 
done," says Jack Welch, 
chairman of General Elec- 
tric. "Yes, we did. restru c ture 
- but we got a huge help 
from the currency." 

The same forces are now 
at work in reverse, helping 
countries like Germany and 
France to edge their way 
back to international com- 
petitiveness, he adds. 
"[Changes in] currencies are 
the great equaliser for ineffi- 
ciency." 

Yet for any foreign com- 
pany with an ambition to be 
global, this has helped make 
the US market impossible to 
ignore. Foreign direct invest- 
ment has flowed into the 
country at a steadily increas- 
ing rate in the past decade, 
making the US the biggest 
recipient of such capital. The 
stock of such investment 
rose from around $160 bn 


in the midr 1990s have made 
the job even more daunting. 

That point has been 
reinforced by two big domes- 
tic takeover bids proposed in 
recent days - those of MCI 
by WorldCom and Salomon 
by Travelers Group. The 
first of these, topping a bid 
by British Telecommunica- 
tions. would yield large cost 
savings by merging two 
overlapping businesses. BT 
- cannot do this because. In 
the words of Bernard 
Ebbers, WorldCom chair- 
man: “They don’t live here.” 

The acquisition of Salo- 
mon sends a similar signal. 
If the big US investment 
banks are merging to get 
even bigger in their domes- 
tic market, how can foreign 
rivals hope to compete? 

The inward flow of foreign 
investment has been 
matched by the investments 
made by US corporations 
abroad. By 1995, stocks of 
foreign assets topped $600bn, 
around three times their 
level of a decade before. 
Exports had climbed from 9 
to 13 per cent of gross 


domestic product - and have 
stayed constant, despite a 
stronger .dollar. . 

The American companies 
that have led this push 
abroad have benefited from 
their longevity, brand name 
recognition, dominant mar- 
ket shares and scale, accord- 
ing to the Morgan Stanley 
analysis. 

For the many companies 
in their wake, though, glo- 
balisation will prove -chal- 
lenging. Based in such a 
large domestic market. It 
takes a big effort to shift 
focus abroad: the perception 
that what's biggest and best 
in America is biggest and 
best in the world dies hard. 

At the same time, it takes 
time to build the sort of 
management team needed to 
run a modem global com- 
pany. Citibank, which now 
derives mare than half its 
earnings from emerging 
market countries, has spent 
decades doing this . Mr Vic- 
tor Menezes, an Indian 
national and the bank's chief 
financial officer, was 
recruited 25 years ago and 
has -since run operations in 
India, Hong Kong. Europe 
and the US. Of the bank’s 
cadre of 2£00 internationally 
mobile executives, he says, 
only around two out of five 
are American: a quarter of a 
century ago. the proportion 
was more like four out of 
five. 

Such international man- 
agement groups remain the 
exception rather than the 
rule. The boardrooms of US 
companies admit few non- 
Americans - in part. Ameri- 
can executives say, because 
of the practical difficulties of 
requiring directors from 


around the world to travel to 
monthly board meetings. 
Both Mr Welch at GE nwd 
Mr Bossidy at Allied Signal 
list this as the reason for not 
having more foreign feces in 
their boardrooms - while 
adding that they place great 
store by international advi- 
sory boards.. 

The state of ; America's 

Iviarri mnmq , ■ fhnngfri 1 hints at 

a perception about the coun- 
try around- the world that 
will not easily be put to rest 
that the national -psyche Is 
shaped by a powerful insu- 
larity. 

"That is an accusation 
that has long outlived its 
usefulness/' claims Mr Bos- 
sidy. Instead, he and other 
US executives contend, 
American society has bred 
the very qualities that have 
made its companies success- 
ful in the face of interna- 
tional competition in the 
past - and will do so in the 
future. 

According to Mr Bossidy, 
these traits include the cre- 
ative thinking that comes 
from a tradition of political, 
freedom, as well as the quali- 
ties of "ingenuity, resource- 
fulness and determination" 
that stem from its immi- 
grant and pioneer begin- 
nings. “It Is a fairly open 
and pluralistic society," adds 
Mr Menezes, who believes he 
could not have bad the same 
career in a European bank. 

Above all, says Mr Bos- 
sidy, there Is “a higher 
expectation," a belief - dem- 
onstrated in the revival of 
US manufacturing industry 
— that thing s can always be 
changed for the better. 
“People believe they can 
obtain their goals.” 


Own words Jean-Marc Espalioux chief ex ccuti ve^of rAfcpori; \ 


Why there is no future for 
purely national hotel chains 


Jean-Marc Espalioux is 
chabman and chief 
executive of Accor, the 
Paris-bas&d hotel and travel 

jT The US represents 
Jr a considerable 
Mfe . challenge. It Is very 

structured and hotel 

chains are very 
strong. US hotels developed 
by franchises which were 
very profitable - perhaps 
because of the size of the 
market and the image of the 
brands - but which are far 
less profitable In Europe or 
Asia. 

Our Initial experiences 
with our Sofitel and Novo tel 
hotels in the US were 
disappointing. Accor was 
one of the first hotel chains 
set up in Europe. But in the 
US, competition was very 
intense and we had limited 
means. 

In the service sector, you 
need critical mass very 
quickly. US companies can 
depreciate their marketing 
and publicity expenses 
across an extensive 
network. We were a small 
troop coming in against a 
vast army. 

We were the pioneer in 
budget hotels, and with our 
brands such as Fomurfe 1, 
we are now the world 
leader. With the acquisition 
of Motel 6, we have 
become leader Jn 
value-for-money hotels in 


the US. They were costly in 
our balance sheet but we 
now have launched a 
programme of sale and 
leaseback which eases the 
situation. 

We initially had US 
management for Motel 6, 
but we changed that and 
now have French executives 
who have proved very 
effective. 

Accor has to be a global 
company, in view of the 
revolution in the service 
sector which is taking 
place. I do not see any 
future for purely national 
hotel chains - except for 
very specific niche markets 
with special architecture 
and locations, such as 
Raffles in Singapore or the 
Rrtz in Pais. National 
chains cannot optimise their 
operations. They cannot 
invest enough money. 

Having globalisation as an 
objective also has the 
advantage of spreading our 
risks and compensating for 
any short-term problems we 
may encounter. We are 
expanding in developing 
countries such as Poland, 
Brazil, Argentina and 
Indonesia. 

We cannot exclude the 
possibility that there will be 
a devaluation crisis or 
another problem in the one 
to two yeas to come in one 
of these countries, but with 
a good geographical spread 



jilia co! 

in tro! 

the co 


L%: Th 


we tan avoid worrying 
about the next two years 
and take a view instead 
over five to seven years. 

Globalisation brings 

considerable challenges 
which are often 
under-estimated. The 
principal difficulty is getting 
our local management to 
adhere to the values of the 
group. Our Indonesian 
managers must understand 
our market and culture, for 
example, and we have to 


learn about theirs. ’ 

Our executives use - 
video-conferencing end .. 
other. technical rraans to . 
keep in touch and are 
traveling non-stop on. 
aircraft around the world. 
Every morning when 1 wak 
I think about the 
challenges of - ■ . 

co-ordinating our 
operations in many _ ' J 
different countries, . 

/rrfarvfew by Andrew Jade 


In Wednesday’s FT: Managing global production 
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’ ith only 
boors to go 
before the 

grand 

refurbished and expanded 

Center, only two 
““ngs did not seem to be 
«mte ready; tie bam ^ 
orchestra. 

•A peak into tbe foyer late 

on the evening beTore 

revealed a small army of 
wdanenstffl fixing the 
flow and hanging doors. 
Meanwhile, at an 
^specified location, the 
maMpraent of the Chicago 
Symphony Orchestra was in 
last-munrte negotiation over 
toe pwyers’ contract of 
employment No doubt the 
thought of the gala the next 
day, with an audience 
including politicians, 
patrons and the world’s 
press, helped to concentrate 
everybody’s minds. 


A city where music calls the shots 

Richard Fairman attends the opening concert of the refurbished Chicago Sympony Center 


Heave a sigh of relief. 
Twenty -four hours later, 
everything went ahead as if 
there had never been a 
problem. At midnight, the 
orchestra's president, Henry 
Fogel, concluded the 
agreement of a three-year 
contract, which will 
gnarantee the players a base 
salary of over $80,000, rising 
annually to the sort of 
figure London m usician s 
mriy dream about 
Tbe concert hall itself 
looked magnificent The old 
Orchestra Hall on Michigan 
Avenue, built in 1804, was a 
handsome bonding inside, 

but it was cramped, had 

limited facilities for the 

andience and poor acoustics. 


The orchestra considered 
moving to a purpose-built 
ball elsewhere, but decided 
there was too great a risk 
involved in giving up their 
central location and historic 
borne. As experience in the 
UK has shown, b uilding an 
arts palace far the 
millennium can be a bit of a 
lottery. 

So tbe old hall has been 
transformed into Symphony 
Center. At a cost of $1 10m, 

It has become more than a 
concert-hall. By acquiring 
adjoining properties, there 
Is now room for a large 
rehearsal space, 
administrative offices and a 
music education centre, 
called “Echo’*, which is 


equipped with the sort or 
computerised hands-on 
systems that should make 
younger eyes gleam. 

To improve the acoustics, 
the stage was enlarged and 
the shape or the auditorium 
changed. Downstairs, the 
players’ facilities have been 
brought up to date. 


T 


he heroes of this 
ambitious project 
should not be in 
doubt: they are 
the fundraisers. 
Since tbe campaign was 
announced in 1995, it has 
reached a whisker short of 
its target of SI 10m. Minimal 
public money has been 
involved. Almost half the 


total came from the joint 
Facilities Pond, shared with 
the Lyric Opera of Chicago, 
which was set up to solicit 
donations from 
Chicago-based corporations 
and foundations. The rest 
was raised the bard way: 
from trustees, governing 
members, the women’s 
association, subscribers and 
friends. Unlike the UK, it is 
not just a case of picking the 
winning ticket 
The original, six-hour 
programme for the gala 
unfortunately suffered two 
unforeseen losses. Pierre 
Boulez obviously fails to 
appreciate Chicago's knack 
for knife-edge timing; be 
bad not finished his 


.Yomcuns V-VUL And sadly, 
the death of Sir Georg Solti 
robbed the event of its 
senior figure. As music 
director from 1969 to 1991, 
Solti lifted the Chicago 
Symphony Orchestra to its 
post-war high. He would 
have conducted bis 1000th 
Concert with the orchestra 
this mouth, which will now 
be a celebration of his life. 

As a result, the opening 
concert last Saturday was 
shorter, bnt no less 
splendid. Daniel Barenboim, 
the CSO's present music 
director, obtained 
appropriately triumphant 
playing from the orchestra 
in Beethoven’s Fifth 
Symphony and Bruckner's 


Te Detan. He was also 
soloist and conductor in a 
musically rich performance 
of Mozart's Piano Concerto 
EL 595. William Warfield was 
the speaker in Copland's 
patriotic Lincoln Portrait. 
Placido Domingo sang 
excerpts from Verdi’s OleUo 
and anointed the new stage 
- in papal style - with a 
kiss. 

Will the sound of the new 
Symphony Center Join the 
hallowed concert-halls of 
Boston. Vienna and 
Amsterdam among the 
world's best? As I never 
heard the old Orchestra 
Hall, l am not in a position 
to make a comparison. But 
what this concert gave os 
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was a dignified acoustic that 
has a lot of clarity and 
presence, but dies fairly 
quickly. The Bruckner, in 
particular, would have 
benefited from more 
resonance. Eirbegaard & 
Associates, who were 
employed here, are expected 
to start weak soon on tbe 
Royal Festival Hall in 
London. 

After the gala, the doors 
of Symphony Center were 
thrown open. Sunday was 
declared a “day of music”. 
For 24 hours the people of 
Chicago were invited to free 
musical events, an 
invitation they accepted in 
droves. I left a city alive 
with music, the pavements 
throbbing with jazz, the 
main concert-hall filled to 
see Boulez rehearse Bartdk. 
The arts have become the 
big uews in Chicago now: A1 
Capone no longer calls the 
shots. 


Opera 

Juha comes 
in from 
the cold 

T he Finnish port of Oulu 
(pronounced “Ofr-loo”) may 
be far from the centres of 
European music, but it has 
a proud cultural tradition. It is home 
to the world’s northernmost profes- 
sional symphony orchestra, and 
birthplace of the composer Leevi 
Madetoja (1887-1947). a leading 
member of the Finnish national 
Romantic school after Sibelius. The 
orchestra gives concerts in Madetoja 
Hah, a modem 816-seat auditorium 
on the same site as the city's conser- 
vatoire. It also plays for an anrinni 
opera production in the municipal 
theatre. 

To mark the 50th anniversary of 
-Madetoja’s death, the theatre has 
just staged Juha. the second of his 
two operas. It was a rare cha nce to 
assess the qualities of a work which 
has been performed only once, in 
Lahti in 1978, since the composer 
died. The Oulu production cast it in 
an extremely sympathetic light, 
even if the music lacks tbe dramatic 
spark to make it a popular success. 

The opera Is based on Juhani 
Aho's novel, published in 1911 and 
now a staple of the Finnish school 
curriculum. Juha is an old man 
whose beautiful wife Maija is lured 
away by a young Karelian heart- 
throb, only to feel brutally used. The 
husband kills his rival and tells 
Maija he is “going to the rapids'* - a 
Finnish euphemism for suicide. She 
is left with nothing, hi its simple 
dramaturgy, Juha carries a whiff of 
verismo. and judging by tbe number 
of women in tears at the end of tbe 
Oulu performance I attended, it has 
a timeless resonance. 

When Aho's book first appeared, 
no opera existed which could serve 
as a showpiece for Finnish na ti onal 
culture. The soprano Aino Ackt6 
(founder of the Savonlinna festival) 
set out to change that. She fashioned 
a libretto which, after befog turned 
down by Sibelius, was picked up by 
Aare Merikanto. But the Finnish 
National Opera rejected bis score as 
too avant-garde, and Madetoja was 
commissioned to produce a “safe” 
version, premiered in 1935. Since the 
1950s, however, the Merikanto ver- 
sion has superseded Madetoja’s. 

Oulu proved that Madetoja’s opera 
h as merits of its own. Lasting only 
90 minutes, tbe music is subtly 
crafted and symphonic, its sombre 
colours and woodwind cantilenas 
giving it an appealing strain of mel- 
ancholy lyricism. A sense of Sfbelian 
metamorphosis is ever-present - par- 
ticularly in the first' interlude, built 
on a spiralling string motif which 
seamlessly portrays Maria’s flight, 
passion and post-coital repose. In 
fiact, the orchestra offers at least as 
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A whiff of verismo; Anna-Kristiina Kaappola and Juha KotHainen in Leevi Madetoja's neglected work 


much interest as the voices, most of 
which are confined to an arioso 
style. The opera’s big weakness is its 
unvarying mod era to, depriving it of 
dramatic ebb and flow. 

The strengths of the Oulu produc- 
tion were its visual simplicity and 
musical authority. The excellent 
Oulu Symphony Orchestra had been 
well prepared by its principal con- 
ductor, Arvo Vobner, who sacrificed 
nothing to the theatre's boxy acous- 
tic. Leena Salonen's staging, 
designed by Jukka Salomaa and 
Annukka PykSiainen, focused on the 
Opera's raw humanity. The turntable 
set consisted of little more than a 
ramp, some logs and background 
projections of water. Thanks to Petri 


Kaupptoen's inspired choreography 
of dance students from the Oulu con- 
servatoire, tbe ballet became an inte- 
gral part of the drama. By contrast, 
the amateur chorus made heavy 
weather of Madetoja's folk tunes. 

Tbe cast was uniformly good. Juha 
KotHainen brought a dogged, weath- 
er-beaten quality to tbe title role, a 
died-in-the-wool Nordic figure who 
nevertheless shares some character- 
istics with Michele (IZ tabarro) and 
Porgy. Marja - downtrodden, vulner- 
able, but like Jenufa, one of life’s 
givers - was sung by Anna-Kristiina 
Kaappola, a svelte blonde who radi- 
ated humanity in her contemplative 
Act 2 aria. Velio Jflma, in the tenor 
role of Shemeiika, was the classic 


seducer - dangerous but irresistible. 
Among the smaller parts, Maijatta 
Airas. as one of Shemeikka's concu- 
bines. bad star quality: sumptuous 
voice, Carmen-esque looks, expres- 
sive personality. 

Now that his symphonies are 
available on CD, the time seems 
right to reevaluate Madetoja. Juha 
may never be a repertory opera, but 
it deserves wider circulation. It 
would be an ideal choice for Wex- 
ford. And in Marja it has a role tai- 
lor-made for Karita Mattila. who 
must be persuaded at least to record 
it Whatever the opera's future, Oulu 
fully justified its revival. 

Andrew Clark 


Accidental Nobel 
of an anarchist? 


N ews that Dario Fo 
- master of that 
currently unfash- 
ionable theatrical 
form, agitprop farce - is this 
year's Nobel laureate was 
greeted with surprise in Brit- 
ish literary and theatrical 
circles. 

Apart from an outing for 
The Comic Mysteries (Mis- 
tero Buffo) at Greenwich 
Theatre this year (performed 
with six actors, 35 years 
after Fo conceived the show 
as a solo piece), the last 
major UK productions of his 
work were Andy de la Tour's 
stingless version of The Pope 
And The Witch in 1992, and, 
fo the previous year, Tim 
Supple and Alan Cumming’s 
production of Accidental 
Death Of An Anarchist. 

This last production went 
some way towards restoring 
the fabric of Fo's original 
play after Gavin Richards' 
1970s adaptation, which first 
brought the playwright to 
wide attention in the UK. Fo, 
who has been described as 
**a cross between Bertolt 
Brecht and Brian Rut", has 
noted that “some of these 
productions used the text as 
if it were a rag.” 

The Nobel Academy's cita- 
tion praises the fact that 
“With a blend of laughter 
and gravity, he opens our 
eyes to abuses and injustices 
fo society and also the wider 


historical perspective fo 
which they can be placed." 
More pragmatically, how- 
ever, it may seem that giv- 
ing Fo an award now is akin 
to tbe bestowal of a life-time 
achievement Oscar on the 
seriously ill Henry Fonda in 
1980. 

F o suffered a heart 
attack and stroke in 
1995 which left him 
partially blind and - 
dreadfully, for a master of 
proletarian theatre - lost for 
simple words, having to talk 
around things whose names 
he had forgotten (“fast-swim- 
ming fish of the Baltic”, for 
instance, for "cod”). He was, 
however, determined- to 
recover, and continued to 
work as intensively as he 
could. Yet by this time his 
mo6t seminal work was in 
the past 

Fo, together with his wife 
and partner, actress Franca 
Rame, dual-handedly kept 
agitprop farce alive as a 
theatrical form, but tbe hey- 
day of their work came with 
their touring collective La 
Comune in the 1970s, playing 
to many thousands at a time 
and channelling profits from 
their shows into strike funds 
and other causes. Fo and 
Rame's success with plays 
such as Can’t Pay? Won’t 
Pay! (1974) and Trumpets 
And Raspberries (1961) was 


both nourished by. and a 
manifestation of, the social 
and political volatility of 
Italy in that decade and the 
country's strong vein of 
Eurocommunism. 

Fo, also an actor in the 
Commedia dell'Arte tradi- 
tion and a painter, has 
admitted that "after the first 
five plays you have said 
everything: you just keep on 
saying it differently.” For 
some years, be spent his 
time giving performance- 
seminars around the world 
(a textual version of which 
was published fo English fo 
1991 as The Tricks Of The 
Trade), fo which he both 
placed his methods within a 
social and comic tradition 
and illustrated their continu- 
ing vitality and potency, fo 
an era when even to ques- 
tion the primacy of the mar- 
ket in art is heresy, the 
Nobel Prize for Literature 
could be seen as recognising 
Fo's place as a living part of 
theatrical heritage, rather 
than as a contemporary 
force in hims elf. 

Fo will enjoy the irony in 
the bestowal of this presti- 
gious establishment award 
on a man who once pro- 
voked the Vatican to declare 
Mistero Buffo “the most sac- 
rilegious performance ever 
broadcast”. 

Ian Shuttleworth 


R ichard II is an odd 
and difficult play. 
Shakespeare gives 
bis more obvious 
villains. Richard HI and Mac- 
beth. a much better run for 
their money than he ever 
allows poor Richard. The 
playwright's seeming ambiv- 
alence about Richard is not 
helped by the decisions of 
director Phillip Joseph and 
the Rubicon Theatre Com- 
pany in their production of 
the play at the Pleasance 
Theatre, London. 

The director has chosen to 
keep most of the action 
static, almost like a reverse 
game of tag where only one 
actor is allowed to move at 
any one time. This rigidity 
leads to a feeling of disloca- 
tion and a lack of any sense 
of connection between the 
characters until the final 
scenes. 

What does stand out even 
more clearly than usual by 
this method is John of 
Gaunt’s ringing demmeia- 


Theatre 

From 
king to 
usurper 

tdon of Richard. From this 
point on, it becomes much 
more a play about the rise of 
the House of T ^ n c aster a nfl 
an apologia for Boling- 
broke's usurpation than a 
study of the king himself. 

R ichard Hansell as 
Richard comes into 
his own fo the sec- 
ond half and some 
of his speeches are beauti- 
fully delivered. However, by 
then it is too late as we have 
no idea who he is. or how he 
came to be there. 

The deficiencies of the set 
and costume become some- 
how resonant of Richard’s 


own character it is pleasant 
to look at but what is it try- 
ing to express? Why the 
three blue transparencies? 
Why bother to create a beau- 
tiful bark circle if none of 
the actors stay within it or 
use it to define a playing 
area? Why paint a large and 
useful genealogical chart on 
the main wall of the set 
when the most important 
line of it can only be seen 
from tbe back row of the 
large auditorium? 

The director runs a regu- 
lar Shakespeare workshop at 
the Royal National Theatre 
Studio, and it shows. The 
text is clear and well spoken, 
fo particular by Christopher 
Robbie as Gaunt and by 
Mark Delaney fo bis variety 
of roles. But sadly, for a play 
about tbe death of kings, it 
was strangely unmoving. 

Sam Albasini 

At the Pleasance Theatre, 
London N7 (0171 609-1800). 



■ AMSTERDAM 

EXHIBITIONS . 

Van Gogh Museum 
Tel: 31-20-570 5200 
Second of tow summer 
exhibitions of drawings by Van 
Gogh. This time it is the turn of 
the works produced 1883-1885; 
to Oct 12 

OPERA 

Het Muaektheeter 
Tel: 31-20-551 8911 
La Traviata; by Verdi. 

Netherlands Opera revival of a 
singing by Alfred Kirchner, 
conducted by Ratf Welkeri; 

Oct 10. 13 — 

■ BALTIMORE 

EXHIBITIONS 
Baltimore Museum of Art 
Tel: 1-410-396 6310 
A Grand Design: The Art of the 
Victoria and Albert Museum. First 
stop of a five-efty North 
American tour of selected objects 
from the V&A's collection. 
Consists of 250 works of art 
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ranging from Leonardo da Vinci’s 
notebooks to shoes by Vivienne 
Westwood: from Oct 12 

■ BERLIN 

CONCERTS 

Konxerfftaus Tel: 49-30-203090 

• Berlin Symphony Orchestra: 
conducted by John Carewe in 
works by Schubert and UszL 
With the Ernst Senff Chor and 
baritone Siegfried Lorenz; Oct 10 

• Rundfunk-Sflifonieorchester 
Berlin: conducted by Rafael 
FrOhbeck de Burgos in works by 
Brahms. With violin soloist Teiko 
Maehashi; Oct 11, 12 

DANCE 

Deutsche Oper \ ' 

Tel: 49-30-34384-01 
Deutsche Oper Ballet 
programme Includes works by 
Jki KyJt&n, Martino MOIIer and 
William Forsythe: Oct 11 

OPERA 

Deutsche Oper 
Tei: 40-30-34384-01 

• Der Print von Homburg: by 
Henze. Conducted by Christian 
Thielemann in a staging by Gdtz 
Friedrich; Oct 10 

• TannhSuser. by Wagner. 
Conducted by Christian 
Thielemann rn a staging by Goto 
Friedrich; Oct 1 2 

■ BONN 

EXHIBITIONS 

Kunst- und Ausstellungshafle 
der BundesrepubHk 
Deutschland 
Tefc 49-228-917 1200 
£igmar Polke: subtitled 'The 


Three Lies of Painting" this show 
includes some 180 loans, 
documenting Polke's work from 
1962 to the present: to 
Oct 12 

■ BRUSSELS 

OPERA 

La Monnaie Tel: 32-2-229 1211 
Otello: by Verdi. New production 
conducted by Antonio Pappano 
in e staging by Willy Decker. 

Cast Includes Susan ChUcott as 
Desdemona; Oct 11 

■ FORT WORTH 

EXHIBITIONS 
KhnbeU Art Museum 
Tel: 1-817-332 8451 
Impressionist and Modem 
Masterpieces: The Rudolf 
Staechelin Family Foundation 
Collection of Basel. First 
American showing of 26 
paintings Including Gauguin's 
Nafea Faa Ipoipo (When Will You 
Many?), and works by Cezanne, 
Matisse and Picasso; to 
Jan 11 


■ LONDON 

CONCERTS 
Barbican Centre 
Tel: 44-171-638 8891 
London Philharmonic Orchestra: 
conducted by Andr§ Previn in 
works by Brahms and 
Rachmaninov. With violin soloist 
KyungWha Chung; Oct 12 

DANCE 

Labatfs ApoUo, Hammersmith 
Tel: 44-171-418 8082 
• The Royal Ballet Giselle. 


Production by Peter Wright; Oct 

10, 11 

• The Royal Ballet The 
Steeping Beauty. Production by 
Anthony Dowell, with designs by 
Maria Bjomson; Oct 13 

OPERA 

Barbican Theatre 
Tel: 44-171-638 8891 

• The Royal Opera: Platee, tty 
Rameau. New production 
directed and choreographed by 
Marie Morris, conducted by 
Nicholas McGegan; Oct 10 

• The Royal Opera: The Turn of 
the Screw, by Britten. Colin 
Davis conducts a new production 
directed by Deborah Warner. 

Cast includes Ian Bostridge; 

Oct 11 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Copland, 
Rachmaninov and Sibelius. With 
piano soloist Yefim Bronfman; 
Oct 10, 11. 12 

OPERA 

L A. Opera, Dorothy Chandler 
Pavilion Tel: 1-213-972 8001 
Ftorenda en el Amazonas: by 
Daniel Cattn. Conducted by 
Roderick Bryden in a staging by 
Francesca Zambeilo. Cast 
includes Sheri GreenawaJd; 

Oct 12 

■ MUNICH 

CONCERTS 


Philharmonic Gasteig 
Tel: 49-89-5481 8181 
Budapest Symphony Orchestra: 
conducted by Tam£s V6sfiry in 
works by Brahms, Liszt, Weber 
and Schumann. With piano 
soloist Nikolai Petrov; Oct 11 

DANCE 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 

Bayerische StaatsbaHett m a 
programme of woks by Hots 
van Marten: Concertante, Grose 
Fuge and Black Cake; Oct 12 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-21 85 1920 
Aida: by Verdi. Conducted by 
Roberto Abbado and directed by 
David Pountney; Oct 10 

■ NEW YORK 

CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
New York Philharmonic: 
conducted by Kurt Masur in 
works by Mozart and Franck. 
With pianist Helen Huang and 
New York Choral Artists directed 
by Joseph Flummerfelt; Avery 
Fisher Hall; Oct 10 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 
Ariadne auf Naxos: by Strauss. 
Revival of a production staged 
by Bijah MosWnsky, with designs 
by Michael Yeargan; Oct 10, 13 

■ PARIS 

CONCERTS 


Theatre des Champs Bys£es 
Tel: 33-1-4952 5050 
St Petersburg Philharmonic 
Orchestra: conducted by Youri 
Temlrkanov in works by 
Shostakovich. With soprano 
Marina Chagoutch, contralto 
Maria GortsevskaTand tenor 
Konstantin Pfoujnikov; Oct 13 

DANCE 

Qp6ra National de Paris, Palate 
Gamier Tel: 33-1 -43439696 
Paris Opera Ballet; in Swan Lake; 
Oct 11, 13 

EXHIBITIONS 
Musee du Louvre 
Tel: 33-1-4020 5151 
Kudara Kan non: this ancient 
Japanese statue, an exceptional 
example of 7th century Buddhist 
sculpture, is here seen outside 
Japan for the first time; to Oct 13 

OPERA 

Op&a National de Paris, Opera 
Bastille Tel: 33-1-44731300 

• Aufstieg und Fall derStadt 

Mahagonny: by Kurt Weill. 
Conducted by Jeffrey Tate in a 
production directed by Graham 
Vick; Oct 12 \ 

• Le Nozze dl Figaro: by 
Mozart Conducted by James 
Cordon in a staging by Giorgio 
Steepler. Cast includes Anthony ! 
Michaels-Moore and Barbara 
BonneyiOctll 

• Turandot by Puccini. New 
production by Francesca 
Zambeilo. Conducted by 
Georges PrStre until Oct 13, 
when Fatto Luisi takes over: 

Oct 10, 13 

Op&a National de Paris, Palais 


Gamier Tel: 33-1-43439696 
Pel leas et M£isande: by 
Debussy. Conducted by James 
Conlon in a staging by Robert 
Wilson. Cast includes Dawn 
Upshaw; Oct 12 

■ ZURICH 

EXHIBITIONS 
Kunsthaus Zurich 
Tel: 41-1-251 6765 
Arnold Bocklin. Giorgio de 
Chirico, Max Ernst Voyage into 
the Unknown, comprising 130 
paintings, collages and sketches; 
to Jan 18 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio tor 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
EuropeWi Tune: 


• NBC/Super Channel 
07.00; ft Business Morning 
10-00; European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financiel Times Business 
Tonight 

• CNBC 

0EL30: Squawk Box 
10.00: European Money Wheel 
18UJ0: Financial Times Business 
Tonight 
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I n opposition as in gov- 
ernment, Europe 
courses like a virus 
through the veins of 
the Conservative party. It is 
the issue that brought the 
party to ruinous defeat But, 
defying all remedies, the 
fever will not abate. 

At another moment, this 
would hardly matter. The 
Tories are out of office for 
five years. More likely, it 
will be a decade. But 
Europe, and most potently 
the single currency, now 
presents its agonising 
choices to Tony Blair's gov- 
ernment The prime minis- 
ter Is a cautious politician. 
The state of health of his 
opponents will weigh 
heavily in his calculations. 

Any thoughts that the 
Conservatives might rid 
themselves of the European 
malaise were b anis hed at 
this week's Blackpool con- 
ference. The patient’s tem- 
perature, it is true, is lower 
than in some past years. 
After 18 years In office, 
defeat has been the coldest 
of showers. Michael Portillo, 
now reinventing himself as 
a standard-bearer of toler- 
ant politics, no longer rails 
against federalist plots to 
put British soldiers in Euro- 
pean uniforms. 

This is no cure. William 
Hague's victory' over the 
pugnaciously pro-European 
Kenneth Clarke in the post- 
election Tory leadership 
contest shifted the party’s 
centre of gravity. Only four 
in a shadow cabinet of IS 
are avowed pro-Europeans. 
They have been placed in 
the least consequential posi- 
tions. Mr Hague shares the 
sceptics' instincts if not 
their prejudices. 

He is in tune with the 
activists. The odd pro- 
European voice was heard 
from the podium this week. 
Touring the fringe. Sir Leon 
Brittan, the party’s repre- 
sentative on the Brussels 
Commission, offered an 
energetic exposition of the 
case for pragmatism over 
ideology. 

The foot-stamping cheers. 


Eerie Tory echoes 

Even in opposition, the issue of Europe continues to 
divide the Conservative party like no other 


though, were reserved for 
those who spoke the lan- 
guage of Europhobia. I am 
no anti-European, said one 
zealot, but the French “eat 
their horses”. Norman Lam. 
out demands that Mr Hague 
make rejection of the euro 
the raison d'etre of his lead- 
ership. As for his own 
future, well, Mr Lamont is 
seeking a bolthole in the 
European parfaT"^ 

There was an elision too 
with the ugly English 
nationalism that still claim*? 
a place on the right of the 
Tory party. Thas Norman 
Tebbit, softly but venom- 
ously spoken, juxtaposed 
the threat from without 
(Europe) with an imaginary 
danger within (Britain's 
multicultural society). The 
applause was thunderous. 

For all this. Mr Hague is 
unproven. Cecil Parkinson, 
the party chairman, won- 
ders aloud at his choice of 
Close political aides. Shadow 
cabinet colleagues struggle 
to sound supportive. Mr 
Clarke, a lion among cubs, 
admits that he still hopes 
that one day the party will 
call him to the leadership. 
Others conceal their ambi- 
tion behind the thinnest 
veils of loyalty. 

Mr Hague must know, 
too, that, while the pro- 
Europeans are in the minor- 
ity, they are numerous 
enough to wreck any pros- 
pect of a Tory revival. Mr 

Foot-stamping 
cheers at 
this week's 
Conservative 
party conference 
were reserved for 
those who spoke 
the language 
of Europhobia 


Clarke and his aHlty most 
be accommodated. So the 
leader has promised a free 
vote in parliament should 
Mr Blair seek to scrap the 
pound. He hardly had a 
choice. It would be silly to 
expect as big a politician as 
Mr Clarice to do anything 
but make up his own mind. 

For a sane opposition, 
that would solve the prob- 
lem. But on this issue. Con- 
servatives long ago lost 
sight of reason. To defeat 
Mr Clarice, Mr Hague prom- 
ised the sceptics he would 
oppose economic and mone- 
tary union for a decade at 
least. This was a bargain 
always without logic. Ster- 
ling, it says, is safe in TOry 
hands, but only until 2007. 
The formula has the merit 
neither of principled opposi- 
tion to the euro nor of prac- 
tical politics. As such, it is 
rejected both by those who 
say never, and by those who 
pay heed to the real world. 

Mr Hague responded this 
week with a fudge: the pol- 
icy would be to oppose Emu 
for “the foreseeable future”. 
There is an eerie echo here 
of the wait-and-see policy 
that so vexed John Major. 
Old hands noted a certain 
poignancy in feet that 
Mr Major was among the 
first In Blackpool to utter 
the latest formulation. 

It will not last Already 
Mr Hague is signalling he 
wants to revert to the 10- 
year bar on participation. 
Margaret Thatcher, ever a 
brooding presence at the 
annual conference, de- 
manded it of the new leader 
from the moment of her 
arrival in Blackpool. Follow- 
ing her advice wifi cost Mr 
Hague at least one and pos- 
sibly four members of the 
shadow cabinet And Mr 
Clarke wifi have none of it 
He is happy to reject par- 
ticipation in the first wave 
of Emu. Mr Blair, after all, 
has made It clear that pros- 
pect will not arise. Beyond 
that though, Mr Clarice is 
unwilling to be bound. 

The whole argument, of 
course, is futile, as senseless 


as Labour's self-destruction 
over unilateral nuclear dis- 
armament during the early 
1980s. It surrenders the 
capacity to hairy Mr Blair 
over the most difficult deci- 
sion of his premiership. 

The interesting question 
is how he will respond. 
Here, there are two theories. 
The first has it that Mr 
Blair will prolong the 
agony. A referendum on the 
single currency before the 
next election would be a 
hazardous venture. Defeat 
would jeopardise his pre- 
miership. Far better to tor- 
ture the Tories for a few 
years, deferring a decision 
until the general election. 
The issue could then be put 
to the people In Labour’s 
manifesto, side-stepping tha 
promise of a referendum. 

The contrary case has it 
that. Mr Riair should strike 
sooner while the Conserva- 
tive divisions are at tbeir 
sharpest. A referendum 
predicated on joining Emu 
in, say, 2001 would tear 
open the Tory wounds. Mr 
Clarke and his supporters 
would find it hard not to 
support the government Mr 
Hague would find it impos- 
sible to reunite his party. A 
change in the electoral sys- 
tem for the House of Com- 
mons would deliver the 
coup de gr&ce. 

Of these two possibilities, 
I think the second more 
likely to appeal to Mr Blair. 
There are formidable eco- 
nomic obstacles to early 
participation in Emu. But 
the political costs of staying 
out weigh heavily on a 
prime minister for whom 
the domestic stage already 
seems claustrophobic. 

Mr Blair will want to hold 
his options open until the 
euro is a certainty rather 
than a high probability. My 
guess is that his promised 
statement of intent later 
this year will be more mood 
music than substance. The 
harder choices will come 
next summer. But the prime 
minister cannot complain. 
Never has an opposition 
been so accommodating. 
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D oes the resigna- 
tion of Romano 
Prodi, Italy’s 
prime minister, 
signal the beginning of the 
end of the country’s chances 
of joining a single European 
currency in the first wave? 

Of all European countries, 
Italy has made the most 
remarkable progress towards 
economic and monetary 
lining in recent years. And 
of all Italy’s governments, 
Mr Prodi’s centre-left Olive 
Tree coalition has done most 
to encourage that progress. 
The longest-lasting adminis- 
tration of the post-war 
period, it was beginning to 
exude an air of long-term 
stability. The questions must 
now be asked: why did Mr 
Prodi's government come 
unstuck and was his Emu 
bid premature? 

Senior Italian officials are 
keen to stress that, in terms 
of its economic fundamen- 
tals, Italy is still well placed 
to join a single currency in 
the first wave on January 1 
1999. Inflation is among the 
lowest in Europe. The bud- 
get deficit’s share of gross 
domestic product is likely to 
be 3 per cent this year. The 
country has rejoined the 
exchange rate mechanism. 
The one sore point is the 
burden of foreign debt of 122 
per cent of GDP - but even 
that is beginning to fall 
slightly. In short, the coun- 
try is set to meet most of the 
Maastricht treaty criteria. 

The danger now Is that the 
country could enter a long 
period of political crisis. This 
could have two effects. First, 
it could block passage of the 
1998 budget, whose pro- 
gramme of fiscal tightening 
is crucial if the budget defi- 
cit is not to creep back up to 
4 per cent of GDP. Second, a 
prolonged political crisis 
could unsettle ffrianmai mar- 
kets, putting Italy into a 
vicious cycle of increased 
uncertainty, rising interest 
rates, heavier debt resched- 
uling costs, and a rising bud- 
get deficit. Until the c u rrent 
crisis. Italy had enjoyed a 
virtuous circle in which 
lower rates reduced debt- 
service costs and the budget 
deficit, leading to greater 
confidence and lower rates. 

Italy’s chances of joining 
Emu thus depend on 
whether it can resolve its 
political crisis and return to 
a more stable government 
The chanrps of this happen- 
ing look slim. 

The crisis has so far 
proved worse than anyone 


Back to tile 
bad old ways 

James Blitz on whether the 
fall of Italy’s government will 
hit its ambitions to join Emu 



Centre of attention: Prodi shortly before becoming premier 


fraH expected. Financial mar- 
kets had always assumed 
that all would end peace- 
fully, with Mr Prodi hang in g 
on to power. The treasury 
has gladly gone ahead with 
its plans to sell its remaining 
stake in Telecom Italia next 
month. Even Mr Prodi, as he 
burned the midnight oil in 
an attempt to save his 
administration, light-heart- 
edly talked of how be was 
embroiled in the "craziest 
crisis in the world”. 

Yesterday, though, events 
reached a watershed. The 
small for left party - Recon- 
structed Communism — on 
which Mr Prodi’s centre-left 
government depends far its 
majority, pulled down the 
curtain on the administra- 
tion, saying it would not 
vote for its 1998 budget Mr 
Prodi refused to make any 
more concessions to the far 
left and resigned, thereby 
ending Italy's 55th govern- 
ment since the second world 
war. 

Why Reconstructed Com- 
munism decided to bring 
down Mr Prodi at this junc- 
ture - when it has compro- 
mised with him repea tely in 


the past 17 months is ,a 
question Italian commenta- 
tors will go on debating for 
months. Some say the gov-, 
eminent was unwilling to 
meet the. communists’ ; 
demands that there should 
be no cuts In pensions 
spending. Others say the 
communists - who barely 
deserve the title recon- 
structed - were always bent 
on Mr Prodi's destruction, 
fearful he would implement 
electoral reform that would 
ruin them as political 
force. 

The likelihood of f orming 
a replacement, stable gov- 
ernment looks, gloomy. The 
first issue that needs to be 
established is whether Oscar 
Luigi ScaLEaro, the president, 
who has the power to 
appoint governments and 
dissolve parliament, will ask. 
Mr Proditp try to set 'up. a. 
.new administration. But Mr. 
Prodi’s negotiations .with 
communists appear to have 
reached a dead end and he 
has said he will riot lead any 
other majority in parlia- 
ment 

If Mr Prodi does bow out 
Mr ScaHaro will seek to form 


an “institutional" govern- 
ment, bringing together the 
left and right The aim of 
such an administration 
would be to pass toe-budget, 
quickly, keeping the country 
cm track for Emu. • This 
would require a delicate bal- 
ancing act between left and 
right It may not be possible. 

If the plan fails, the most 
likely outcome is that Italy 
will have, to hold el e c tion s 
either on November 80 or 
December 7. Real uncer- 
tainty mig ht then set in. 
Although the .party of the 
democratic left (PDS) - 
which formed the core of Mr 
Prodi’s • government - 
believes it could win deci- 
sively at the polls,' some 
commentators say Its opti- 
mism is misplaced.' 

The PDS’s confidence is 
partly based on the belief 

- that tit has scored a signifi- 
cant ccmp by forming an alli- 
ance with AnttmiodL Pietro, 
a former Milan magistrate 
who was one of toe leading 
protagonists . In toe cumip- 
ti on trials of . recent years. 
Massdimo d’Alema, foie PDS 
leader, is said to brifeve that 
the “di Pietro factor" will 
i ncreaw* raw party’s- vote by' 
up , to .10 per . cent. .Mr 
d r Alema is also hoping to 
exploit - the • weaknesses- -of 
the leading party of the 

- right,- Forza ItaBa.' whose 
1 leader, Silvio Beriusconii is 
. stfll overshadowed by -cor- 

But conclusions from an 
opinion poll in Gorrlerte della 

- Sera, the 'newspaper, this 
week, argued differently. It 
suggested foe PDS “would 
DOt hayu 

. to get an absolute majority 
cf seats’’ giving toe centre- 
left little more than 38 per 
cent of tlfe. vote; And-.Mr Ber- 
lusconi, with. typical, bra- 
vado, is confidently . pro- 
claiming that Forza Italia 

- could even return to power. 

. But if as has happened in 
the past;, an: election pro- 
videg-no clear of direc- 
tion, then: the fate of Italy's 
Emu application ccruM lie in 
• .the ■ hands-, of the markets. 
One of toe ironies of the cri- 
sis is . that it started with a 
minor - party complaining 
about spending cuts- in- the 
least punitive Italian budget 
presented for nine years. It 
coqld, at its most extreme, 
end with- a future govern- 
;• meat haring to make savage 
budget cuts to restore mar- 
ket confidence. But . then, 
why else have they been 
railing it toe “maddest crisis 
in toe world"? \ 
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Duty-free dogma is for the general public 
- but not for the Eurocrats in Brussels 


From Mr Barry Goddard. 

Sir, There Is not one shred 
of evidence to support James 
Currie’s wild allegation 
(Letters, October 4) that 
duty-free represents a tax 
subsidy of up to Ecu2bn. 

Two independent fiscal 
studies, covering the UK and 
foe Netherlands , have 
shown that there would be 
no benefit to national exche- 
quers from abolition of duty- 
free, and hence it does not 
represent a tax subsidy for 
travellers. Other indepen- 
dent studies have confirmed 
that most duty and tax-free 
sales are additional to nor- 
ma] high-street sales and 
therefore there is no distor- 
tion of competition either. 

These, and other studies, 
were undertaken because of 
the Commission’s consistent 
refusal to undertake a full 
assessment of the social and 
economic impact of abolition 
of inira-EU duty and tax- 
free, despite a formal request 
to do so from the European 
parliament as long ago as 
1991. The only conclusion 
that can be drawn from their 
intransigence is that they 
know full well that the facts 
would not support the 
dogma. 

Barry Goddard, 
secretary -general, 

Duty-Free Confederation, 

31 Great Peter Street, 
London SW1P 3LR, 

UK 


From Mr Peter Vogt 

Sir. For James Currie to 
call 100,000 pensioners and 
elderly citizens who eqjoy 
buying duty-free aboard Bal- 
tic sea cruisers an "affluent 
minority of travellers" is 
near to cynicism. In fact, 
duty-free tourism is one of 
foe rare opportunities where 
this not so well-off group of 
society has a chance to get 
out of its social isolation and 
spend a day together at 
affordable prices due to 
duty-free purchases. A 
united Europe, which we all 
hope for, should be in foe 
interest of all its citizens, 
including toe elderly, and it 
should serve its citizens and 
not economic model-thinking 
from the ivory tower of a 
high-banded bureaucracy. 

If we have it right, 
whereas duty-free shall be 
abolished in 1999 for the gen- 
eral public, foe Commission 
and its officials will still be 
allowed to buy duty-free 
goods within their Brussels 
shop. Perhaps this is the 
"affluent minority" Mr Cur- 
rie had in mind when 
denouncing the few enjoying 
the duty-free privilege. 

Peter Vogt, 
chairman, 

Hamburg DGB Senioren 
and toe Hamburg Senior 
Citizens’ Council, 
Besenhinderhof 60, 

20097 Hamburg, 

Germany 


From Mr Marcus Murphy. . 

Sir, James Currie’s argu- 
ments that the dutyfree 
allowance should be abol- 
ished are very persuasive. 
The system creates a distor- 
tion making toe non-travel- - 
ling public subsidise those 
who travel within the Euro- 
pean Union. 

But it is often rumoured 
that "Eurocrats" who five in 
Belgium pay, solely by rea- 
son of their employment, 
less tax on alcohol, petrol 
and other goods than the 
general Belgian public. May 
I ask Mr Currie, who may be 
uniquely placed as "director- 
general, customs and indi- 
rect taxation directorate" for 
the Commission in Brussels, : 

to comment whether such 
benefits really do exist and. - 
if so, whether the logic of his 
arguments against the duty- 
free lobby does not equally ' 
apply to such privileges. 

Marcus Murphy, 

236, Rue de la Loi, 

Brussels B-1040, 

Belgium 

From Mr Henry Reid. 

Sir, For James Carrie to 
describe a situation where 
no tax is charged on a given 
group of products as a sub- • 
sidy Is surely turning toe 
issue of taxation cm its. head. 

To illustrate this I would 
like to highlight food, which 
attracts little or no sales tax 
in the EU. Would Mr Currie 


seriously suggest that by not 
taxing food it is subsidised 
by, for example, motor car 
sales?My biggest concern 
with bis dearly oorporatist 
thinking is that Mr Currie is 
totally out of touch with the 
reality of those who frequent 
dutyfree shops. If he _ 

. believes this is an afflpent ' 
minority, he has clearly 
never travelled on a cross- - 
channel ferry, been on a . .-' 
European booze cruise or 
ventured into Athens duty- 
free shop in August ; 

Worse still, to use bis own 
argument, he will be amour- 
aging a shift of “subsidy" or ’ 
potential foxed European 
profits towards all those . 
Mediterranean rim countries 
as wen as Switzerland, at the 
expense of their EU neigh- . 
hour via Increased holiday 
appeaL The truly afflnerrt ' 
traveller will continue to be 
unaffected as he is more ’ 
likely to venture outside the 
EU. Mr Currie and his Com- 
mission colleagues are 
clearly In spoiling mode by 
directing their Eurocratic 
power toward toe less afflu- 
ent, removing some harm- . 
lesafrm while damaging the 
EU travel industry gener- 
ally. - 

Henry Reid, 
managing director, 

The Europe Company, 

Verney House, 

IB Hollywood Road, 

London SW10 SHS, UK . 


Only half 

correct 

From MrI.A.D. Martin. 

Sir, In your article on Ger- 
man trains (“Late trains 
threaten German railway 
bonuses”, October 2) you 
stated that a “punctuality 
offensive” highlighted “Ger- 
many's increasing embrace 
of Anglo-Saxon ideas on per- 
formance-related pay". Were 
Saxon ideas not already 
prevalent in Germany? 

LAJ>. Martin, 
senior partner. 

Van dreys, solicitors, 

13 Police Street. 

Manchester M2 7WA 


Patriots not so welcome in their old home 


From Mr Richard K. Gordon. 

Sir, You published two sto- 
ries about the threat to local 
self-confidence of a possible 
move by the Patriots football 
organisation from Boston, 
Massachusetts to Provi- 
dence. Rhode Island ("New 
England's Patriots to desert 
home city". September 20, 
and “Boston keeps Patriots 
as RI talks collapse", Octo- 
ber 81 But it was nearly 30 
years ago that the then Bos- 
ton Patriots decamped for 
Foxboro, their current home, 
and changed their namp to 
the New England Patriots. 

If your correspondent 
would consult a map. she 


would discover that Foxboro, 
far from being a Boston sub- 
urb, is actually closer to 
Providence. Mule it is true 
that former Massachusetts 
governor W illiam Weld bad 
fought strongly to move the 
Patriots bade to Boston, his 
plans were met by profound 
indifference by Bostonians. 
In fact, there was strong . 
opposition to spending any- 
taxpayera' money to subsid- 
ise the football team, : - 
whether io bring them back . 
to the capital or simply to 
keep them in foe state. 

Governor Weld also pro- 
posed the building of a giant 
convention centre in Boston. 


Residents strongly rejected ■ 

this. as rn nrhirimg that 
an extraordinarily beautiful 
but small city with ah tmem- 
ployment rate of less than- 
3B per cent tod- not need, or 
even want, to be avenue for 
raega-confwvnces like - ■ V . 
MacWorld. It is* in fect, due 
to the .confidence Bostonians 
have in their city find they 
do not feel the need to chase, 
after footballteams or emi-;' 
ferences. For- Boston* tihhgs ; 
are quite fine as they are, - 
thank you very much. 

Richard K. Gordon, ' . ;■ 

2625 6 Street, ‘NW, . 

Washington DC 20007, US 
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Return of the mega- deal 


Friday October 10,1 997 

Bundesbank’s 


last 

The Bundesbank loves to 
surprise. Yesterday's decision to 
raise its short-term interest rate 
was no exception, above all for 
its timing. The consensus had 
been that this guardian of Euro- 
pean monetary rectitude would 
wait until the end of the year. 
That it has not done so tells one 
much about the view it takes 
both of domestic inflation and 
of its role in the run up to mon- 
etary union. 

The repo rate had fallen from 

9.7 per cent in September 1992 
to a per cent in August of last 
year, where it remained un til 
yesterday. In raising rates now, 
the Bundesbank is sig nallin g 
the rad of this period of mone- 
tary easing. Its intention is 
almost certainly to raise rates 
further, towards what it regards 
as a neutral level. 

Why would a central bank 
start a new cycle of higher 
interest rates in a country suf- 
fering from unemployment at 
levels not seen since the 1930s? 
Why would it choose to do so 
when annual consumer price 
inflation in the year to August 
was still only 2Jt per cent and 
wage inflation in the year to 
July a mere 1A per cent? 

A part of the answer is that 
the Bundesbank believes unem- 
ployment is almost entirely a 
structural phenomenon. Mean- 
while, economic growth is 
expected to be well above Ger- 
many’s long-term potential rate 
of growth of less than 2 per 
cent, both this year and next. 

In its press release, the Bund- 
esbank cites producer price 
inflation, up sharply, if only to 
L6 per cent over the year to 
August; broad money, up nearly 

5.8 per cent above its average in 
the last quarter of 1996; and the 
weak D-Mark. But the chief 
point is that German monetary 
policy has been strongly expan- 


goal 

sionary for a long time. That, 
believes the Bundesbank, 
needed to come to an end. 

Germany's relaxed monetary 
policy underpinned the current 
European economic recovery 
and facilitated achievement of 
the fiscal targets for monetary 
union. But now “risks to stabil- 
ity have increased,'* stated the 
Bundesbank. “Prompt action to 
head them off... [will] prevent 
the accumulation of Inflation 
potential in the run-up to Euro- 
pean economic and monetary 
union." 

Two points need to be under- 
stood in this broader European 
context First with Italy's inter- 
vention rate at 6.25 per cent and 
Spam's at 5 per cent, the inevi- 
table convergence of short-term 
rates means those in the core 
must also rise. On this a start 
has now been marft* This con- 
vergence is bound to create 
problems. These would be eased 
if Romano Pradi's resignation 
turns out to put Italy out of the 
running for 1999. That may be 
what many Germans secretly 
hope for. It is far from obvious 
it will happen. 

Second, the Bundesbank will 
help the political acceptability | 
of Emu at home by demonstrat- 1 
ing its deter mina tion to Stick to 
a tough disinflationary policy, 
in co-operation with other Euro- 
pean central banks, notably the 
Banque de France. That demon- 
stration is being made. 

The strongly expansionary 
phase of European monetary 
policy is over. It has saved Emu. 
Now the Bundesbank is moving 
to a new phase. Its aim is to 
ensure the Euro will start off as 
a credibly low-inflation cur- 
rency. Some will love this; oth- 
ers will hate it, even in Ger- 
many. But nobody can be 
surprised that this is the Bund- 
esbank’s last goaL 


Duty 

Thousands' of Jobs could be 
created, and air fares slashed, if 
only the German government 
would declare a duty free zone, 
between Munich and Frankfurt 
Better still, concessions could 
be extended to Hamburg, Hei- 
delburg and Hanover. Duty free 
shops would spring up through- 
out the lflnder. Supernormal 
profits would help to subsidise 
fares. And new routes, opened 
up for the cheap booze trade, 
would provide' valuable infra- 
structure for the regions. 

It is all nonsense of course, 
but not more so than the special 
pleading of lobbyists now cam- 
paigning to reverse the ED’S 
decision to end duty free conces- 
sions within its border after 
1999. 

Duty free sales are hot 
allowed for travel within coun- 
tries, nor between states with 
different tax regimes within the 
US. So after the dismantling of 
border controls in 1993, the only 
case case for keeping the con- 
cession was that it happened to 
be there. 

Within the single market, 
duty free sales distort competi- 
tion , between retailers; and, 
since road and rail passengers 
must pay the full price, they 
distort choices between differ- 
ent forms of transport. The arti- 
ficial subsidy masks pricing slg- 


freeze 

nals throughout the industry 
and so lessens the efficiency 
with which its resources are 
allocated. 

Increased competition. Is the 
way to reduce prices. And some 
of the Ecu2bn ($2.2bn) of excise 
duty, which is now lost, could 
be used for direct subsidies to 
any air services considered 
socially necessary. 

Some lobbyists argue that no 
tax is lost, since duty free pur- 
chases are all additional to nor- 
mal needs. If this extraordinary 
claim were correct, the allow- 
ances would be encouraging 
much extra consumption 
of substances which can be 
harmful. 

It is not surprising that duty- 
free operators want to defend 
their enormous profit margins. 
But even the claim that 100,000 
EU jobs win be lost is feeble. 
First, it forgets that new jobs 
may be created by alternative 
use of the taxes forgone. Sec- 
* ond. the industry was given TA 
years notice of the change. This 
is more than enough to devise 
clever new ways to lighten the 
wallets of those trapped 
between check-in and 
boarding. 

Those who fail to adapt win 
deserve their fete: a free flight 
to the sunset in a cloud of 
smoke with a litre of oblivion. 


Heading south 


•sident Bill Clinton's visit 
rting on Sunday to Vene- 
ia, Brazil and Argentina Is, 
ring surprises, unlikely to be 
cb noticed outside those 
ee countries. Btrt the presl- 
Lt is right to payrns second 
ft to Latin America this year. 
Ir Clinton's advisers have 
□ that the destinies of the US 
[ Latin America are likely to 
ever more closely entwined 

liegically in the years ahead, 
lezuela is already the largest 
ii g n supplier of ofl to the US. 
it position will be strength- 
>d in the coming years as 
lezuela’s oil production rises. 
S companies are increas- 
ly the- prime far- 

i investors across the region. 
>y. have understood the 
iortance of the changes that 
in American governments 

re initiated to bring down 
ation and give greater play 
market farces. Making these 
comic changes has not been 
itically easy. The democrata- 
y elected governments that 
re made these difficult 
ices need as much support 
hey can muster, 
ne obvious area where the 
can help provide such sup- 
t is trade. A US market open 
Latin American goods is of 
ical importance for the 


region. Latin American prod- 
ucts face in the main few obsta- 
cles in access to the US market 
- but as the region’s industrial 
and manufacturing; strength 
grows, they are likely increas- 
ingly to fell foul of trade con- 
flicts with US producers. 

Resolving such potential dis- 
putes is one reason why Latin 
American governments have 
viewed the proposed Free Trade 
Area of the Americas as desir- 
able. Some governments, partic- 
ularly Brazil, differ from the US 
about the way the FTAA should 
. be achieved. These differences 
will not be resolved on Mr Clin- 
ton's visit 

What Is important in this pro- 
cess is that the US takes a full 
role, arguing for an FTAA that 
is as open as possible to third 
countries. This should ensure a 
trade arrangement for the hemi- 
sphere that not only meets the 
rules of the World Trade Organ- 
isation but goes beyond them. 

Against this background, this 
week’s setback to the prospects 
qf fast-track negotiating author- 
ity for the president is particu- 
larly unfortunate. There are 
broader reasons for supporting 
a fast-track bill free of restric- 
tive conditions than un enthusi- 
astic Democrats appear to 
appreciate. 


William Lewis compares the recent wave of multi-billion- dollar 
mergers on Wall Street with the similar frenzy of the late 1980s 



s the US being seized by 
the sort of merger mania 
last seen when Wall Street 
crashed a decade ago? 
Barely a week goes by 
without a znulti-billlon-dollar bid. 
The current high point was set 
when WorldCom launched the 
largest bid in history. Its offer of 
¥30bn for MCI Communications 
irritated British Telecommunica- 
tions, the UK company that had 
also bid for MCL But the deal 
delighted Salomon Brothers, 
which, as investment bankers to 
WorldCom, stands to earn more 
than $30m if the deal is com- 
pleted. Salomon itself is also the 
subject of a $9bn takeover hid 
from Travelers Group. 

According to Securities Data, a 
mergers and acquisitions consul- 
tancy, there have been $639.7bn 
worth of M&A deals announced 
in the US so far this year. That is 
almost as much as in the whole 
of 1996 (when they were worth 
S649bn) and more than the $Sl4bn 
in 1995. The 1980s peak had been 
reached in 1988, when deals 
worth $355bn were announced. 

Mega-deals are particularly in 
vogue in the US; 15 deals worth 
more than $Sbn have been 
announced in the past nine 
months - nearly a fifth of all the 
SSbn-plus deals ever announced. 
In addition to the WoridCom/MCI 
and Travelers/Salomon deals, 
they include NationsBank's 
$l5.5bn takeover of Barnett 
Banks. All three have been 
announced in the past six weeks. 

Deals of $lbn-plus have become 
almost commonplace, with 120 
worth more than Slbn announced 
so far this year, compared with 
99 in 1996. They include the 
$2.4bn takeover of Brooks Fiber 
Properties, another US telecoms 
company, announced by World- 
Com almost as an aside on the 
day of its bid for MCL 

"These are busy times.” says 
Joseph Perella. the doyen of take- 
over specialists who now works 
at Morgan Stanley Dean Witter, 
the US investment bank. “The 
staff here are running at ISO per 
cent of capacity, it is a pretty 
healthy business right now.” 

The frenzy may delight bank- 
ers but, coming on the back of 
booming stock markets, it is 
beginning to concern policy mak- 
ers. The warning by Alan Green- 
span, chairman of the Federal 
Reserve, earlier this week that 
the US economy “has been on an 
unsustainable track" represents 
another clear indication of con- 
cern about 1980s-style overheat- 
ing. So how does the current 
merger mania compare with that 
of the 1980s? 


One sign of overheating is the 
number of deals done without 
cash. This is common to both 
M&A booms but is even more 
marked now. WorldCom's all- 
paper offer for MCI means that 
the acquisitive company is using 
its high stock market rating of 
more than 40 times expected 1998 
earnings to buy MCI’s profit 
stream, without paying out any 
cash to MCI shareholders. Analy- 
sis by J.P. Morgan shows that 
WorldCom’s offer to MCI share- 
holders is hardly unusual. It says 
that 43 per cent of the value of 
dpais done so £ar this year, and 44 
per cent last year, was funded 
entirely or partly through stock. 
That compared with just 7 per 
cent in 1988, the 1980s M&A mar- 
ket peak. 

The prices being paid also sug- 
gest there is even more overheat- 
ing now than before. According 


to Securities Data, on a straight 
price-earnings basis takeover 
prices this year have been run- 
ning at 33.9 times 12-month earn- 
ings, compared with the 1980s 
peak of 23.3. 

Yet few on Wall Street seem 
worried. Bankers and lawyers 
argue this boom is different from 
that of the 1980s. Martin Upton, 
senior partner at WachteU, Up- 
ton, Rosen and Katz, the US law- 
firm, and doyen of Wall Street 
M&A lawyers, says: “Unlike the 
financially motivated, highly 
leveraged bust-up takeovers of 
the 1980s, most of the current 
mergers are soundly financed, 
strategically motivated [and will] 
result in better products and ser- 
vices at lower real prices.” 

Bankers and lawyers claim 
that unlike the 1980s boom the 
main driving forces today are 
institutional and individual 


shareholders concerned about 
stock price value, rather than 
executives concerned about, say, 
empire building. Mr Lipton says 
that, in some businesses, this has 
resulted in sell-ofis of non-core 
businesses and sales of entire 
companies “and in others it has 
been the impetus for growth 
through acquisitions”. Similar 
claims, though, were also made 
in the 1980s. 

Academic evidence about 
whether takeovers and spin-offs 
boost shareholder value over the 
longer term is mixed (see below). 
But in the short run there seems 
to be little doubt on Wall Street 
that M&A activity is one of the 
most effective methods of boost- 


spread use of stock options to 
give incentives to executives has 
made companies open to M&A 
ideas, including demergers of 
non-core assets, that they previ- 
ously would have ruled out “You 
are starting to get different deci- 
sions on the rail side by senior 
managers and getting more 
thoughtful decisions on the buy 
side,” Mr Escfaerich says. 

Mr Perella says that whereas 
in the 1980s takeovers were 
largely driven by “financial 
entrepreneurs” looking to take 
over apparently undervalued 
assets and sell them for a profit, 
“this market is being driven by 
business executives who increas- 
ingly recognise that they need to 
do as much as possible to 
increase shareholder value". 

And while hostile takeovers do 
not appear to be any less com- 
monplace than in the 1980s, the 
nature of them has changed- As 
shown by Hilton's $8.3bn bid for 
ITT, raiders are more likely to be 
blue-chip corporations rather 
than socalled greenmailers, and 
institutional pressure is increas- 
ingly leading to swift conclusions 
of hostile takeovers rather than 
protracted battles. 

B ecause of these per- 
ceived differences 
between the late 
1980s and late 1990s, 
few Wall Streeters 
think the merger boom will come 
crashing down. Mr Perella is typi- 
cal of other senior investment 
bankers when he says that “in 
my crystal ball, we are right now 
planning for a continuation of 
the current level of activity over 
the next six to 12 mouths”. With 
leveraged buy-out firms having 
raised more than $30bn for deals 
already this year, including a 
$4bn buy-out fund announced 
yesterday by Blackstone Group, 
bankers and lawyers say they see 
no obvious end to the M&A activ- 
ity. 

Ultimately, however, bankers 
concede that they will continue 
to Tnakp hay only as long as their 
clients, executives at US corpora- 
tions, retain their business confi- 
dence. 

All the same, a sharp downturn 
in the equity market, or a shock 
similar to the Gulf war in 1990-91 
could, says Mr Perella, see confi- 
dence and M&A activity fell 
away. “The market creates the 
mechanism for M&A a ctivity ," he 
says. "When people feel good 
about the future, they tend to be 
more expansive in their ideas. 


Ing short and medium-term stock 
price performance. 

Rick Escherich, managing 
director in JJ?. Morgan’s M&A 
department, says that the wide- 


When they turn negative about 
the future, they tend to pull 
back." 



M ergers may be bad 
for you. That Is the 
conclusion of a 
growing body of 
academic research, which seems 
to suggest that corporate cou- 
plings may not produce the syn- 
ergies and cost-savings that 
many managers claim. One rea- 
son Is that, although mergers 
may not be bad in themselves, 
they may be poorly executed. 

“Research over the last 10 or 
20 years leads to the paradoxical 
conclusion that M&A is a bad 
thing for shareholder value,” 
says Chris EQgson, associate pro- 
fessor at the London Business 
School. 

Failure to unlock value is 
often due to poor tmplemenation. 
of mergers, according to study 
produced by Mercer Management 


Double trouble 

Research casts doubt on mergers, says John Authers 


Consulting last month. “In most 
deals, after the champagne is 
gone, so are the strategists," the 
study says. “The once-valid 
rationale for the deal is over- 
come by the innumerable tacti- 
cal details involved in putting 
two companies together.” 

Mercer’s research showed that 
57 pea* cent of all deals valued 
above $500tn since the mid-1980s 
have delivered returns below the 
industry average three years 
after completion. The bigger the 
deal, the less likely it is to suc- 
ceed, according to Mercer. Only a 


quarter of deals work well where 
the price paid is above 30 
per cent of the buyer’s annual 
turnover. 

This may be chang in g , in the 
1990s, according to the Mercer 
study, 52 per cent of deals have 
oat-performed their Industry 
after three years. Such a mar- 
ginal improvement, however, 
hardly justifies the recent 
meager frenzy. 

McKinsey, the management 
consultancy, reporting on consol- 
idation in the financial services 
industry, also finds that mergers 


in the past few years have 
become more successful, partly 
because technology has created 
new economies of scale and 
partly because erf the emergence 
of specialist acquirers. To be suc- 
cessful, it says, acquirers need a 
dedicated M&A unit with the 
“leveraged buy-out mentality for 
creating value in deals”. 

McKinsey finds that “universal 
synergies" - such as removing 
excess costs after a merger - are 
fully reflected in the price of 
most deals. Acquirers wishing to 
deliver shareholder value thus 


have to find “endemic" synergies 
- most obviously through selling 
a new line of products provided 
by the target company. This 
requires managers with a strong 
understanding of their custom- 
ers and distribution channels 
and the ability to adapt these 
after an acquisition. 

An important consequence is 
that “serial acquirers" - such as 
Enron in utilities, WorldCom in 
telecommunications , Nations- 
Bank in retail ba p frtng , and Con- 
seco in life assurance - have a 
much better chance of making a 
deal pay off because they have 
management experienced In the 
problems of integration. On the 
other band, as Mr Higson says: 
“The occasional acquirer that 
makes the odd big acquisition is 
going to come a cropper.” 
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Plane good 
sense 

. - ■ . s-'* 

m Now that Germany's .. 
committed to the four-nation 
Eurofighter project, thereto ~ -> 
. mnch interest in the view of •: J * 

‘Germany’s federal' audit office,. 
The book-keepers have shown j 
«)g ns <jf unease about the highly 

; marauder — leaks from a report; . 
dxc utefljag uhow. ■ 

much fretting about posslbte: " 
tefihhi^pnrtOfiflm and * 


yesterday's amiuatpresa A 

rente gave Httl® away. The 
ringly giggly L.-:'. 

jsredmiragshQf president 
i von Wedel admitted, that.: 
were (WMems* hirt fee.V I 
: was confidential. " / • ’ 

big news in the cfefenca * 
i of her survey# ' 


- dusters. Those 
undiscfplmfid Bundeswefar . 

. troops have been cflsobeyitig V 
orders.wasttag DMIOm by 
buying dusters that cant be .. 
reused. If they cot that cost out : 
"every year,- the military could . 
fimd one reusable Euroflgfafer 
by 2D10.Pity theywani ISO. 

Fo dear 

■ Italian dramatist Dario Fo 
fta j d he was “stunned” to be told 


■ 'yesterday that he’d won the 
: Nobd Prize for literature. Or so 
: ho told a repeater who called 
feim on his mobile phone. Back 
home in Milan, his wife, farmer 
c actress Franca Rame, was telling 
a television station: "We knew 
two weeks ago:” She can't have 
read the script 


The party's over 

■ It’s been party time for the - 
, 'brokers of Bombay. Just as 

- western India’s Navaratri 
festival began, down went the 
National Stock Exchange's 

satellite link- The shutdown 

didn't help the rival Bombay 

- Stock Exchange - much of its ■ 

■ business' is arbitrage with the 

N&E - so there hasn't been a tot 
for the traders to do this week. 

- The festival's sch e dule of 
round-the-clock dancing for nine 
days' Is usually a hit much for 
Borniwy’s sober financial , 
community, but wife only blank 
screens back at the office there 
was plenty of time for its leading 
lights to let their hair down and 
boogie. There were a few bleary 

: eyeswben the exchange got 
back on line yesterday. . 

For those who wereril 
■whooping it up, thehreak was 
received with Vafw calm -- it 
can take weeks to setfla and - 
register a share transaction in 
India, so a few days’ tiospre of 
the system is less serious than a 
similar incident in places that 


set a fester pace. “I spent my 
time off doing staff appraisals,” 
said the head of research at a 
foreign securities firm. 

Some miserable souls have 
asked why there was no back-up 
satellite to keep them away from 
the party. Switching to a foreign 
satellite wasn’t an option: India 
- in the true suxuieshi spirit of 
national self-reliance - has 
developed its own wavelength 
band which isn’t used anywhere 
else in the world. 


Crime line 


■ There's much tough talk 
about crime and punishment at 
the United Nations. Gone are the 
days, says UN 
fraudboster-general 
Kart -Theodor Paschke, when 
employees caught with their 
hands in the till were just 
sacked quietly and didn't face 
the prospect of prison. 

The jazz-loving Goman says 
he’s on the trail of three big 
frauds and is keen to point to 

thA g ngp j npHwi jail gtmfpncp 

imposed recently by a Geneva 
court mi Gustavo 
Soler-Artekona, a 55-year -old 
Cuban-born American former 
official at the UN Conference on 
Trade and Development, who 
helped himself to over $500,000 of 
UN funds. 

It was the first time the UN 
'had ever waived diplomatic 
immunity, and it sent “a strong 


signal to staff worldwide”. Well, 
maybe. Soler-Artekona was tried 
in Switzerland, where criminal 
justice standards are pretty weQ 
up to UN standards. Would 
Paschke, a law graduate, press 
for the same action against staff 
found cooking the books in 
Sudan or Iran, where thieves can 
have a hand chopped off? 


Stem view 

■ A joke doing the rounds in 
Tokyo sums up the way many 
Japanese see the role of 
consultants in corporate 
America. The Japanese rowing 
team beats the American team 
by a mile In a big race, so the US 
management hires consultants. 
After much investigation and a 
large fee, the experts identity a 
structural problem: the Japanese 
idea of eight people rowing and 
one steering is more effective 
than the US system of one rower 
. and fight steering. 

The consultants are retained 
to find a solution, and a year and 
a mUfion-doIlar fee later the 
Americans put out a new 
formation: five steering 
r managers, three area steering 
managers and a performance 
bonus scheme for the rower. The 
Japanese win by two miles. •- 

Humiliated, the American 
management sacks the rower for 
poor pafarmance and bands out 
boirasesto the managers for- ■ . 
identifying the problem. 



50 years ago 


RoHs-RbyceCarsFor U.S. 

Sir Stafford Cripps. Minister ' 
far Economic Affairs. and-Mr 
Harold Wilson, President of . : 
the Board of Trade, gave a ; 
send-off yesterday to the 
sewn Rolls-Royce and ; 
Bentley cars which leave next 
week for America. The cars - - 
will make a coast-coast tour. ', 
of the Unites Statu as part of ■: 
a sales drive on the American ■ 
motor market m support of : 
the export programme. Sir ' ; ; 

Stafford saM that the 
organisation of the enterprise' 
was a good example of the ' 
forward -tanking , pushing z ~ 
method of salesmanship. He 
only hoped that the demand 
that came forward woold'not 
he more than Rolls-Royce . 
would be able to meet : 


Increased Output Gf Hats . 

An increased output of hats - 
forborne and export markets • - 
wiUhepossibte tiircwgh ah r - 
agreement made by Mr John > . 
Oldham, chairman and: 
managing director of Oldham-^; 
and Sion atith Doran Bros of - . 
Danbury, Connecticut. By fee> 
agreement, Oldham and Son ' 

, has secnred-thfi.safe - \ .• : 

. manufecturingnnd European V 
distribution ri^jf&forfiffi j • 
■Doran wmchirw ry which- * V ; : - 
' enables- maizy.prOcess^Inhat' ( 
mahufecturetdbelizhon > 4 /•,; 
high speed production HneE.> f* 
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Indonesia orders banks 


to reveal foreign loans 


By Quentin Peel and 
Sander Thomas in Jakarta 


The Indonesian government is 
to order its heavily indebted 
private banks and corporations 
to open their books in an effort 
to identify foreign borrowing 
and contain the country's 
currency crisis. 

Sudradjad Djiwandono, gov- 
ernor of Bank Indonesia, the 
central bank, said yesterday 
that he would allow some of 
the most heavily indebted 
banks to be liquidated before 
the end of the year. He 
rejected any suggestion that 
private companies, which have 
failed to hedge against a sharp 
decline In the rupiah, should 
he baled out by the b ank. 

"We will see which ones 
have to be weeded out and 
which ones have a right to 
grow," he said on the day after 
Indonesia decided to seek 
standby credit from the Inter- 


national Monetary Fund and 
the World Bask to cope with 
the current run on the rupiah 
IMF officials arrive in Jakarta 
next week. Hie currency Hag 
dropped by 32 per cent against 
the US dollar since the begin- 
ning of August 

He admitted that the central 
bank had no accurate figures 
feu- the foreign borrowing of 
Indonesia's rapidly expanding 
industrial corporations, many 
of which own their own banks 
as well 

Private-sector enterprises, 
estimated by the Bank for 
International Settlements to 
have outstanding foreign debt 
of $55.52bn In August, are 
thought to have been the driv- 
ing force behind the recent 
pressure on the rupiah. 

However, Mr Sudradjad said 
there was no estimate of how 
many had simply issued com- 
mercial paper on the interna- 
tional markets. Few have both- 


ered to hedge against currency 
risk. 

He had asked companies to 
report their debts to the gov- 
ernment 

“The healthy banks we nqp 
help. But if we cannot do any- 
thing, we will liquidate." That 
would happen before the end 
of the year, he said. 

Mr Sudradjad said that the 
Indonesian government had 
decided to call far assistance 
from the IMF and the World 
Bank, with the approval of 
President Suharto, to provide 
“an additional cushion" 
against further runs on the 
currency. 

“It Is not that we want them 
to change our policy, but we 
want them to show their 
support," he said. 

“No economy anywhere in 
the world can cope with this 
kind of a run," he said. 


Talks on 
open skies 
extension 
opposed 


By Michael Smith 
in Luxembourg 
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Castro still carrying banner 
in revolutionary marathon 


By Pascal Fletcher in Havana 


Cuba's veteran president Fidel 
Castro, who once compared his 
revolutionary career to a mar- 
athon. has reminded his 
friends and enemies he Is still 
very much in the race. 

In a speech lasting six hours 
and 43 minutes, delivered to a 
Cuban Co mmunis t party con- 
gress on Wednesday, the 71- 
year-old leader reaffirmed his 
hatred of capitalism and his 
determination to defend 
Cuba's socialist system to the 
death. 

The unscripted speech, one 
of his longest in recent years, 
was a tour de force for a man 
whose political enemies had 
been reporting him dead or 
seriously ill just over a month 
ago. 

But Mr Castro's rambling 
discourse, punctuated with 


long pauses and stabbing ges- 
ticulations. left no doubt that 
his deeply held political con- 
victions would continue to 
guide Cuba's destiny in the 
immediate future. 

The Cuban leader took spe- 
cial pains to stress that what 
he most admired in himself 
and others was the faculty of 
being “consistent” with one’s 
ideas and principles. "That is 
what we want from our future 
generations, from our descen- 
dants," he said. 

Mr Castro said he was will- 
ing to be pragmatic about eco- 
nomic reforms as long as this 
did not mean giving up politi- 
cal principles. “We are open to 
all kinds of economic possibili- 
ties, except that of renouncing 
socialism and the conquests of 
the revolution,” he said. 

Cuba’s one-party political 
system, he added, was “incom- 


parably more democratic” 
than the models the US and 
other countries wished to 
impose on the island. 

Mr Castro reminded his 
audience that Cuba's opening 
to tourism and foreign invest- 
ment and the cautious eco- 
nomic reforms of the past five 
years were the result of eco- 
nomic necessity, not choice. 
“We didn't like tourism very 
much ... we didn't like foreign 
investment very much," he 
said. 

An economic policy docu- 
ment to be adopted by the 
party congress calls for 
increased efficiency but talks 
of preserving the “socialist 
essence of the revolution" and 
the predominance of state 
ownership. 

The three-day party meeting 
will elect a new party central 
committee and politburo. 


Nissan plant I Crisis as Italian PM quits 


Continued from Page 1 


analyst at Morgan Stanley in 
Tokyo. “They would have to 
make a pretty good case that 
there are some big opportuni- 
ties there." 

Sooth American markets 
have become very competitive, 
and the Japanese company has 
lagged behind European and 
US makers on the continent 

At the same time, Nissan's 
new capacity is set to come on 
stream when the global mar- 
ket is expected to turn down. 

Nissan suffered a blow in 
Mexico in 1995 with the deval- 
uation of the peso. The vehicle 
market plnnged to 188,000 
units from 619,000 the previ- 
ous year. Nissan's sales fell to 
42,000, from the 130,000 units 
it sold in Mexico in 1994. Sales 
have since recovered to 59,000 
in a market of 340,000 units. 


Continued from Page 1 


Mr Prodi went immediately 
to tender his resignation to the 
president, Oscar Luigi Scal- 
faro. who said later he would 
reserve judgment over what 
action to take. The president 
had previously made clear that 
he would be loath to call elec- 
tions if Mr Prodi fell. 

Enrico Micheli, chief of staff 
in Mr Prodi's office, tried to 
reassure the markets, saying: 
“Italy is well prepared for 
Europe. It is therefore hoped 
that there will be a rapid solu- 
tion to the crisis." 

One possible outcome could 
be the formation of a new 
“te chnical " administration, to 
pass the budget by the end of 
the year. Among the names 
being touted to lead a "techni- 
cal” government are Carlo 
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Azegtio Ciampi, the highly 
respected Treasury minister. 
Giorgio Napolitano. the inte- 
rior minister, and Nicola Man- 
cino, the head of the senate 
chamber in parliament. 


The UK and France yesterday 
opposed European Commis- 
sion proposals to broaden 
“open skies" talks with the US 
to include traffic rights - the 
right to fly uot only to 
another country but also 
beyond it. 

Together with Italy and 
Spain, the UK and France 
have yet to complete bilateral 
talks with the US mi air traffic 
arrangements. They fear that 
widening the European Union 
talks with the US could jeop- 
ardise their chances of achiev- 
ing their aims. 

Both the UK and France 
opposed the launch of EU/US 
talks last year and, in spite of 
a change of government in 
both countries, remain 
opposed to widening the man- 
date. 

When the EU/US talks 
began, it was on the under- 
standing from member states 
that they would concentrate 
on regulatory measures 
including competition issues, 
the operation of code-sharing 
arrangements and computer- 
ised reservation systems, and 
avoid the issue of traffic 
rights. 

Neil Kinnock, EC transport 
commissioner, yesterday 
sought support from transport 
ministers meeting in Luxem- 
bourg for the second stage of 
the talks to inclnde traffic 
rights. 

He argued that the US had 
made clear it would be pre- 
pared to talk about regulatory 
issues only in the context of 
negotiations covering all 
aspects of an eventual deal. 

Member states could con- 
tinue to negotiate bilateral 
deals and no one would have 
to give np concessions they 
had won or were in the pro- 
cess of winning. 

The Commission believes 
the talks could could lead to 
access to more US routes and 
airports and rights for Euro- 
pean companies to own and 
operate airlines there. 

At present US carriers may 
hold up to 49 per cent of a 
European carrier whereas 
European companies are lim- 
ited to a 25 per cent stake in a 
US carrier. 

Mr Kinnock said there was a 
danger US carriers could end 
np with freedom of operation 
in the EU out of all proportion 
to anything EU carriers would 
have In the US. 

The proposed alliance 
between British Airways and 
American Airlines, currently 
under regulatory review, is a 
complicating factor for both 
the EU and UK. The US has 
made clearance of the pro- 
posed alliance conditional on 
an “open skies" deal. 

Even countries which 
already have US agreements 
have reservations about a 
speedy move to EU-wide talks. 


Plea on aircraft repairs. Page 8 


FT WEATHER GUIDE 


Europe today 


Low pressure will bring rain to 
northern Europe. Denmark, southern 
Sweden and Norway will be overcast 
with prolonged rain. Finland will also 
be wet at times. 

Central and eastern Europe will be 
mainly cloudy with showers and 
longer periods of rain. 

Northern France, the Low Countries 
and Germany will be wet and quite 
breezy. There will also be showers in 
alpine regions. 

Spain and Portugal will be cloudy 
and wet in the north but hot and 
sunny in the south. Most af the 
Mediterranean will have plenty of hot > 
sunshine. 


Five-day forecast 

Northern Europe will become cool 
by Sunday as a cold front pushes 
towards the Alps. 

Southern France and Italy will 
become rather unsettled with 
showers. 

Cloud and rain will move north from 
the Balkans across much of eastern 
Europe at the start of next week. 
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TODAY’S TEMPERATURES 


Sttuatfan at mkidey. Temperatures maximum for day. Forecasts by PA WeatherCentm 


Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Athena 

Atlanta 

B. Aires 

B.ham 

Bangkok 

Barcelona 


Maximum 
Cetelus 
Fair 35 
Thunder 31 
Fair 28 
Shower 15 
Sun 25 
Fair 30 
Fair 23 
Fair 10 
Thunder 34 
25 


Berlin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

G-hagan 

Cairo 

Caracas 


Sun 23 
Shower 13 
Cloudy 25 
Rain 19 
Fair 27 
Thunder 20 
Fair 33 
Ran 17 
Cloudy 22 
Shower 13 
Fair 28 
Fair 32 


Cardiff 

Casablanca 

Chicago 

Cologne 


Delhi 

Dubai 

Dublin 

Dubrovnik 

Edinburgh 

Faro 


Fair 15 
Fair 23 
Fair 20 
Rain 18 
Fair 34 
Thundar31 
Fair 29 
Fair 37 
Fair 14 
Shower 24 
Fair 14 
Fair 25 


Fnrttfurt 

Geneva 

Gitmtar 


Rain 20 
Show 24 
Sun 25 
Shower 14 

Shower 16 

Cloudy 9 


Hong Kong Thunder 29 
Honolulu Fair 31 

Istanbul Sun 23 

Jakata Fair 33 

Jarsay Rain 19 

-k4iarmBsbwgShower23 


Madrid 

Majorca 

Malta 

Manchester 

Manila 

Melbourne 

Mexico Criy 

Miami 

Mian 

Montreal 

Moscow 

Munich 

Nairobi 


No global airline has a younger fleet. 


L Angela Cloudy 22 
Las Palmas Sun 27 


Lufthansa 


Lima 

Lisbon 

London 

Unujourg 

Lyon 

Madera 


Fair 23 
Sun 26 
Shower 17 
Rain 17 
Cloudy 2B 
Fair 25 


New York 

Nice 
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Monetary unity 


It was vintage Bundesbank - a 
pre-emptive strike against inflation, 
more aggressive than expected, jus- 
tified in purely domestic torus. But 
with the four core candidates for 
economic and monetary onion - 
Germany. France, the Netherlands 
and Belgium - all moving their 
short rates to 3J per cent, there 
was no disguising ft was a dry run 
for the “one s by fits all” monetary 
policy that will prevail under Emu. 
It was, in other words, a compro- 
mise, both in terms of extent and 
timing -; bow else does one justify 
the same short rates in France and 
the Netherlands, when there are 
significant differences in growth, 
inflation and spare capacity? 

No amount of wig g R p t tactics and 
co-ordination can disguise, how- 
ever, the uncertainties this throws 
up for European markets. Economic 
activity is rising, taking inflation 
and interest rates with it. Short 
rates look set to go up to at least 4 
per cent by 1999. Add in the uncer- 
tainties of a single currency, and 
, the outlook for bonds is shaky. The 
picture for shares is hardly better 
corporate earnings may grow, but 
the strong dollar that has fuelled 
huge gains across European mar- 
kets is fading. And rising European 
interest rates should accentuate the 
trend. 

It may be that investors will con- 
tinue to ignore the risks that 
accompany the single currency 
project But with US markets 
looking increasingly jittery follow- 
ing a stiff warning from Alan 
Greenspan, Federal Reserve chair- 
man, these are sweaty times for 
bulls, euro or otherwise. 
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Sam Chisholm, BSkyB's chief exec- 
utive is still a demanding question. 
And remember: a perceived inside 
track for family members is a pretty 
powerful disincentive for others. 

Still, much of the blame far resid- 
ual nepotism in public companies - 
arid there is still some about - must 
lie with institutional investors. 
They are. after all free to vote out - ' 
family directors. But this takes 
guts. And an appointmeDt is. rarety . 
so appalling that shareholders 
would take a stand- The wiser 
course would be for institutions fa 
prevent matters getting that far. 
Since a family board appointment 
always involves the risk of oohfBcL 
of interest, why not insistonbeit^ 
consulted beforehand? " ; 


d'AIema, their leader, seems to 
think he would strengthen bis posi- 
tion in a snap election. If be is right 
and be and his emerge from 
an election with a dear majority, 
again no matter. 

The snag js opinion polls point to 
a hung parliament. Italy could 
waste several months wrangling 
over the budget and who should 
lead the government. The country’s 
political credibility would then be 
weakened when it most needed to 
press its case for Emu membership. 
It is easy to imagine Germany, 
which has always been wearied that 
including the lira could dilute the 
euro's status as a strong currency, 
using this as an excuse to tell Italy 
to wait. Such a scenario would 
cause mayhem in Banian markets. 
With luck, Mr d'AIema! a strong 
pro-European, will not risk it 


GTE 


Italy 

Italy Still ky»ks Kka making tha 

first round of European monetary 
union. But the risks of missing the 
boat have risen markedly following 
the collapse of Romano Prodi's gov- 
ernment — and probably more 
is discounted by Italian financial 
markets. 

If a technocratic government sup- 
ported by both centre-left and cen- 
tre-right can be formed swiftly, well 
and good. Such a government 
would not have to rely on the Com- 
munists, unlike Mr Prodi’s, and so 
should be able to push through a 
tough new budget. That would 
probably secure Italy's entry into 
Emu. 

But such a technocratic govern- 
ment cannot be guaranteed. It 
would rely on at least the tacit sup- 
port of the Socialists. And Massimo 


Dynasties 

Suggestions that Lord Daresbury, 
otherwise known as Peter Greenafl, 
GreenaZIs' chief ptw-hM w is under 
heavy fire from big institutions 
appear wide of the mark. But the 
talk, however unfair, is not surpris- 
ing; appoint a family man and he 
wffl always risk a credibility dis- 
count when the going gets tough. - 

Is this a reason not to keep 
appointments in the family? Not at 
all - It that Is, the individual is. 
genuinely the best person for the. 
Job. But this is a tougher test than 
it looks. To be best it is not suffi- 
cient merely to be plausible- The 
Murdoch children, for instance, ate 
doubtless people of robust qualities. 
Better still, they may even have 
imbibed some of their lather’s 
"royal jelly". But whether they are 
truly in the same league as, say. 


As telecommunications compa- 
nles pair off in the industry's 
merger dance, would GTE make.an 
attractive, partner? The OS stock 
market 'thinks so - GTE*s shares , 
are up nearly 15 per cent since 
WorldCom announced its MCI ..bid; 
last week, valuing the group at 
SSObn. '•'•••-■ 

Admittedly, GTE has unique 
attractions. Though it is the coun- 
try’s second, largest local phone 
company, /it whs never part of the 
Ben system and is therefore atatedy 
allowed to offer long-distance ser- 
vices. hi 18 months it has won J 1.4m 
(as yet unprofitebte) customers. In 
local. Its spread, of small town fran- 
chises across 29 stales Iras saddled 
it with a. .cost struct u re. But it 
also means GTE is well placed to 
invade neighbouring Baby Bell ter- 
ritories audios exposed to competi- 
tion at home. In addition, May's 
9800m acquisition of BBN fa as made 
It one of the top three internet ser- 
vice providers, while a fifth, of 
group turnover comes from abroad, 
particularly Latin America. 

Despite these strengths, GTE’s 
results have ..been underwhelming. 
In recent years it - has struggled to 
deliver its target 10 per cent earn- 
ing, growth.. Its management has 
been cautious while rivals have 
consolidated around it. This mix of 
attractive but undermanaged assets 
makes .GTETn 'perfect takeover tar- 
get. But & bid from AT&T, the mar- 
ket's favoured predator, would face 
regulatory hurdles. Whether a trou- 
bled AT&T has the management 
capacity to integrate something of 
GTE’s size is questionable. 


Additional Lex comment 
on pension taxes. Page 23 



they couldn’t bottle up 
? eau in Cologne., 


Straightening the Rhine has speeded up shipping but has also inflicted twice yearly flooding on che citizens of Cfcfasie.- 
Now. 2 .000 huge Fmshcda pipe seals from John Crane Polymer Engineering will be crndal to Wcomn& ' ’ 
From 1998. flood water will be stored in a massive pipe reservoir until the rarer level drops. Digging vast tren^wbaic^aise. 
disruption, so contractors Iowa the 50 tonne conacre pipes, which have walls 0.5m thick, into iagy hole. Thcyate^ then' sedod 
with specially designed Fonsbeda pipe seals - amongst the largest erer made at 3.6m m diameter- 

Thanks to us no eau wiE flow out m Cologne. _/ 

John Crane is one om Group s three specialised engineering bus nesses, the others being Bandy and Dowi* , - , 

Each one is a technological and market leader in its field. Together, their specialist skills ercfoV 
T1 Group to get the critical answers right Car its customers. Wbridwide. 
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Viehot leaves 
a fine legacy 

Marc Vifenot fleftX 
chairman of Soci&te 
Generate, is retiring an 
bis 68th birthday at Hip 
end of this month. He 
may prefer to write 
with a fountain pen 
and disdains the idea of 
having a computer 
screen on his desk, but 
he leaves behind an 
impressive legacy, hav- 
. . . ing turned Soci6t6 Gen- 

erate into one of France’s moat successful 
banks, and introducing what he calls “a rather 
laid-back management style”. Page 20 

MCI considers the $ 30 bn question 

Wien Best Roberts, chief executive of the OS 
tetecommtmications group MCI Communica- 
tions, and his directors sit down today to 
consider the merits of last week’s $30bn offer 
from WorldCom, there will be one overriding 
issue on their minds - the value of WorldCom’s 
stock. Page 22 

US crop report to show good yields 

The US Department of Agriculture's October 
crop report, to be released tomorrow, is expec- 
ted to produce some excellent figures. Earlier 
forecasts have already indicated a record soya- 
bean harvest, with strong gains in both the com 
aid wheat crops. Page 34 

India’s USE shrugs off satellite failure 

India's National Stock Exchange is still count- 
ing the cost of a week-long closure caused by 
satellite failure, but it dismisses suggestions 
that its position as India’s leading stock market 
will suffer. Page 21; Observer, Page 17 

Companies in this issue 


FINANCIAL TIMES 

COMPANIES & MARKETS 

©THE FINANCIAL TIMES LIMITED 1997 FlldaV October 10 1 9Q7 

Portugal Telecom offer raises $2bn 
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By Peter Wise and 

David White In Lisbon 

Portugal raised Es364bn 
($2.03bn) yesterday from the 
sale of 26 per cent of Portugal 
Telecom in a global offering 
that was heavily oversub- 
scribed by both retail and 
institutional investors. 

The price was set at Es7,470 
a share, a discount of 0.8 per 
cent on the price at Wednes- 
day’s close and roughly in line 
with market expectations. 

Portugal Telecom shares 
closed at Es7,520 yesterday, up 
on the offer price and less than 
02 . per cent down on the previ- 
ous close in spite of a slide of 


almost 1.3 per cent for the 
Lisbon market overall. 

Fernando Teixeira dos San- 
tos, Portugal’s secretary of 
state for finance, said the gov- 
ernment had decided on a 
small discount to help offset 
the current volatility in finan- 
cial markets. 

A total of 1.6m shares were 
transferred from the interna- 
tional institutional offering to 
the domestic retail tranche to 
help meet demand that was 14 
times higher than the 17.6m 
shares offered to Portugal’s 
small investors. 

Demand from international 
and Portuguese institutions 
was more than five times the 


16.5m shares offered. An 
option to offer a further 3.4m 
shares to institutions is almost 
certain to be exercised by 
global co-ordinators Merrill 
Lynch, SBC Warburg- UBS and 
Portugal’s Banco Essi. 

The operation included the 
direct sale of holdings, at the 
offer price, to Portugal Tele- 
com's strategic international 
partners. Telefonica of Spain 
acquired 6.65m shares. 3.5 per 
cent of the Portuguese group's 
capital, for Es49.7bn. British 
Telecommunications bought 
1.9m shares, Telebras of Brazil 
l.425m and MCI of the US 
950.000. 

The secondary offering, the 


third sale of Portugal Telecom 
shares, reduces the state’s 
holding to 25 per cent. Mr 
Teixeira dos Santos said the 
state holding would not be 
reduced further, but the gov- 
ernment hoped to establish a 
stable core of private share- 
holders who would be offered 
seats on the board. 

Mr Teixeira dos Samos said 
revenue this year from Portu- 
gal’s privatisation programme, 
one of the most extensive in 
Europe, would exceed Es800bn 
compared with Es464bn last 
year. 

He said about 25 per cent of 
Brisa-Auto Estradas de Portu- 
gal. one of Europe's largest 


motorway operators, would be 
sold in an initial public offer- 
ing to be concluded at a spe- 
cial session of the Lisbon stock 
exchange on November 24. 

Analysts estimated the Brisa 
offering to be worth up to 
Es60bn. Deutsche Morgan 
Grenfell and Portugal’s Banco 
Cisf are global co-ordinators. 

A further 4.5 per cent of 
EDP-EIectriddade de Portugal, 
the national power utility, is 
also to be offered in a direct 
sale to strategic partners, Mr 
Teixeira dos Santos said. 

Discussions are under way 
with potential allies, which are 
believed to include leading 
Spanish electricity utilities. 
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Gucci 
may buy 
another 
luxury 
brand 

By AOce Rawsthom In London 

Gucd, the Italian luxury goods 
group that staged a dramatic 
revival to become one of the 
hottest fashion labels of the 
1990s. is considering plans to 
acquire another luxury brand. 

Domenico De Sole, president 
of Gucd. said the board was 
discussing the possibility of 
buying another luxury 
business, probably a troubled 
one requiring fresh capital and 
a change of strategy. 

However, there are no imme- 
diate acquisition plana. Mr De 
Sole said there was still “a ton 
of work” to be dime for the 
Gucd brand. Nearly S150m is 
being spent on opening new 
stores and refurbishing old 
ones during 1997 and 1998. But 
he -believes there is a limit to 
the potential for expanding 
Gucd without “over-exposing 
the brand”, 

Gucd was oh the brink of 
collapse in 1993 when In vest- 
carp. the Bahrain-based bank- 
ing group, which had taken 
control from the founding fam- 
ily, appointed Mr De Sole and 
hired Tom Ford as chief 
designer. Since then, Gucd 
has been redefined as a hip, 
modem luxury label, and 
Invest co rp has floated the 
group on the New York and 
Amsterdam stock markets. 

Net revenues increased from 
5203m In 1993 to $88lm in 1996. 
and Gucd swung from a net 
loss of $22m to net income of 
$16&n over the same period. It 
mustered a 29 per cent 



Part of the spring/sammer 1998 ready-to-wear collection from 
Italian luxury goods group Gucd puukap 


increase in net income to $90m 
in the first half of this 
finanriai year. 

However, Gucci's shares feD 
sharply last month after Mr De 
Sole warned that second half 
profits growth would be slower 
than expected because of the 
impact of the weak yen on 
Japanese tourism, tradition- 
ally a lucrative source of 
duty-free sales. 

Despite the downturn in Jap- 


anese tourist spending. Mr De 
Sole said Gucci planned to 
press ahead with its expan- 
sion. It will open 16 new stores 
next year, including one in the 
fashionable Aoyama area of 
Tokyo. 

Gucci’s capital expenditure 
is financed from cashflow, and 
the company currently has 
8200m net cash, which could 
be ploughed into an 
acquisition. 
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up to pair of problems 

Philip Coggan on the effects of a possible turn 
in the interest rate cycle and moves over Emu 
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T he financial markets 
have been battered 
over the last two 
days by the coming 
together of two huge themes - 
a possible turn in the global 
interest rate cycle and the end 
game of European economic 
and monetary union (Emu). 
"The danger for world equity 
markets is that, after their 
phenomenal rises over the last 
couple of years, they have 
priced in all the good news. 
Since the start of 1995, the 
Dow Jozies Industrial Average 
has risen 100 per emit while 
the FT S&P European i nd ex 
has gained 85 per cent. 

One of the reasons world 
stock markets have been so 
strong has been the combina- 
tion of low inflation and low 
interest rates. Economists are 
still arguing about whether 
there has been a per manent 
structural shift towards low 
inflat ion after the excesses of 
the 1970s and 1980s. But in the 
Short term that may be Irrele- 
vant The issue is whether 
there wfflbe a cyclical pick-up 
in inflation, not to the levels of 
past decades, but to 4-5 per 
cent After all, the US economy 
has been expanding for five 
years or so and now the Euro- 
pean economies are starting to 
e m erge from the doldrums. 

hi recent weeks, the markets 
have suffered occasional wob- 
bles that either the US Federal 
Reserve or the Bundesbank 
would raise rates. But until 
yesterday, when the German 
central bank increased the 
repo rate from 3 to &3 per cent, 
thorg fras been no action. 

Wednesday's c o m m en ts from 
Alan Greenspan, the Fed chair- 


man, wOl also have reminded 
investors that, for all the talk 
of a "Goldilocks economy", US' 
interest rates may still need to 
rise. “Post the August con- 
sumer price and non-farm pay- 
rolls, the expectation was that 
there wasn't going to be a rise. 
The bond market was getting 
way ahead of itself." said Keith 
Skeoch, chief economist at 
HSBC James CapeL Mr Green- 
span may have deliberately 
tried to Mim the markets with 
a warning signal. 

Rising interest rates, by rais- 
ing corporate borrowing costs 
and increasing the attraction 
for investors in holding cash, 
normally act as a drag for 
equity prices. And yesterday's 
move in Germany is unlikely 
to be the last. When currency 
conversion rates for Emu are 
set in May 1998, short-term 
interest rates across the mem- 
ber countries will need to be 
pretty close (there will be 
some flexibility ahead of the 
January 1999 start date). 

A nalysts seem to believe 
rates will converge 
around 4L25-4.5 per 
cent, which means further sub- 
stantial increases for the 
“core" countries such as Ger- 
many and the Netherlands. 
And such Increases are 
entirely separate from the 
issue of whether revived eco- 
nomic growth requires further 
inflation-fighting rises. 

There are other problems for 
the markets in the Emu pro- 
cess. The first is that, for coun- 
tries such as Italy and Spain, 
investors have virtually priced 
in the idea that they win join 
in the first wave. 

As yesterday's resignation of 


Romano Prodi, the Italian 
prime minister, illustrated, 
that may not be a done deal 
Prodi’s allies were rebelling at 
the budget cuts needed for 
Italy to meet the Maastricht 
criteria. Furthermore, Emu 
countries such as Ireland and 
Spain will benefit from conver- 
gence interest rate cuts at a 
time when their economies 
will be accelerating. That 
could result in an Inflationary 
surge which may contaminate 
the rest of the continent 

Michael Hughes. BZW group 
economic adviser, said: "The 
markets have digested the 
existence of a monetary union 
but not yet taken aboard the 
risks associated with monetary 
union." 

Yesterday’s Call in the dollar, 
in the wake of the Bundesbank 
repo increase, created another 
problem for the markets. Euro- 
pean exporters have benefited 
in recent years from the weak- 
ness of their currencies 
against the greenback. “The 
markets have been on the 
sunny side for the last 2V» 
years with the dollar rising 
and European interest rates 
falling. Now they are moving 
over to the dark side.” said 
Mark HowtDe, European strat- 
egist at UBS. 

But some bulls believe the 
prospects for economic recov- 
ery and corporate restructur- 
ing in Europe will outweigh 
the effects of monetary tight- 
ening- “In the last three cycles 
of rising German rates. Euro- 
pean equity markets have 
risen by an average of 27 per 
cent in 18 months," said Ian 
Hamett, director of European 
strategy at NatWest Markets. 


Merger speeds 
paper industry 
rationalisation 


By Virginia Marsh in London 
and Scott Morrison in 
Vancouver 

The pace of rationalisation in 
the North American paper 
industry accelerated yesterday 
with news of a merger in Can- 
ada and a possible bid for a UK 
-based group with mainly US 
operations. 

In Canada, Domtar, the for- 
est products company, will 
merge its packaging division 
with the containerboard 
operations of Cascades to cre- 
ate a venture with assets of 
C$930m (S674m). 

The merger would create 
Canada's largest producer of 
iinerboard, corrugated medium 
and corrugated containers. 

Separately, Caraustar Indus- 
tries of the US said it was con- 
sidering a cash offer of about 
£167m (S270.5m) for Britton 
Group, a UK-based packaging 
and plastics concern whose 
main subsidiary is in North 
America. 

Caraustar. a medium-sized 
Atlanta-based group which 
makes recycled paperboard 
and converted paperboard 
products, said it might make a 
bid of about I20p a share for 
Britton. 

The announcements follow 
news this week that Champion 
International, the Connecticut- 
based paper manufacturer, 
planned to sell businesses with 
annual turnover of about 
gl.4bn and cut its workforce by 
one-third. 

Earlier this month UPM- 
Kymmene, Europe's largest 
pulp and paper producer, 
announced the purchase of 


Blandin Paper, the US subsid- 
iary of New Zealand's Fletcher 
Challenge, for S650m. 

In London, shares in Britton 
- which had lagged the UK 
paper and packaging sector by 
about a third over the past 
year - rose nearly 40 per cent 
to 117%p, up 32V.p. 

Tom Brown, Caraustar chief 
executive, said UPC, Britton’s 
US cartons business, would 
finri it increasingly diffi cult to 
remain a nan-integrated player 
in a rapidly consolidating and 
competitive market. 

“We see UPC as somewhat 
exposed. They need to get 
involved with a board maker, " 
he said. "Integration levels are 
strong and there will be fewer 
and fewer independent [paper- 
board producers] to supply car- 
ton plants." 

Caraustar's approach, how- 
ever. was immediately 
rebuffed by Britton's manage- 
ment. Robin Williams, chief 
executive, described the move 
as "purely opportunistic" and 
said the I20p price was 
“absurdly low". 

“The underlying value of the 
company is a lot more and the 
initial reaction from share- 
holders supports this view." he 
said. “Given the reaction so 
far. there should be no prob- 
lem in seeing off any offer at 
this price." 

However, observers said 
there was likely to be support 
for an offer at 130p-140p, due to 
disillusionment with the once 
highly-rated group and man- 
agement team. 

Domtar plans merger. Page 22 
Georgia-Pacific rises, Page 22 


General 
Electric 
posts 13% 
quarterly 
increase 


By Richard Tomkins 
in New York 

General Electric yesterday 
delivered the latest in a series 
of double-digit earnings 
increases by reporting better- 
than-expected net profits of 
$2.014bn for the third quarter 
- up 13 per cent from S1.788hn 
a year earlier. 

Earnings per share, boosted 
by the company's fonr-year, 
S13bn stock repurchase pro- 
gramme, rose 15 per cent to 62 
cents, 1 cent more than pre- 
dicted by a First Call survey of 
analysts’ forecasts. In early 
afternoon trading, the shares 
were up S% at S7l%. 

One of the strongest per- 
forming divisions was GE Cap- 
ital, the growing financial ser- 
vices subsidiary, which 
contributed nearly 40 per cent 
of profits last year. 

Its third quarter earnings 
surged by 15 per cent 
from 5816m a year earlier to 
5938m. 

Profits were also given a lift 
by GE’s continued success in 
increasing profit margins. The 
third quarter operating mar- 
gin rose from 13£ per cent to 
a record 14J> per cent - the 
17th consecutive quarterly 
rise. 

GE said the margin 
improvement stemmed from 
its Six Sigma quality initia- 
tive, a programme aimed at 
the near-elimination of defects 
from every prod net, process 
and transaction. 

Underlying the profit 
growth was a 10 per cent 
increase in revenue from 
$20bn to $22hn. The increase 
was due in part to GE’s con- 
tinuing policy of expanding 
the service side of its indus- 
trial businesses: in the third 
quarter, far example, the air- 
craft engines division com- 
pleted the acquisition of 
Greenwich Air Services and 
UNC, two engine maintenance 
businesses. 

GE Capital continued its 
growth ontside the US by 
announcing or completing the 
acquisition of 12 business; 
including Car go waggon, q 
railcar leasing business in 
Germany; Bank Aufina, a con- 
sumer finance business in 
Switzerland; Woodcb ester, an 
equipment and auto leasing 
business in Ireland and 
the UK; and Central Trans- 
port, a UK trailer leasing busi- 
ness. 


MORSE 


The first bug to invade 

a computer was 

crushed 
to death 

in the jaws 

of a relay in 1945 


Rugs (abeit of a somewhat different 
type) are still a part of computing today. 
No system is immune without special 
protection. 

Morse has a history of designing and 
implementing resftent UNIX systems. If a 
critical appficabon or server has a 
problem, business continues as normal 

Now, this technology is available for 
systems based on Microsoft NT. 

Cal to arrange a discussion with our 
Systems ResSence consulting team, or 
visit us at wwwjnors&couk 


comma 


SYSTEMS RESELLER 


MorseNT 


0800 22 88 88 
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COMPANIES AND FINANCE: EUROPE 


Ruling on R alive warrants due next week 


By Andrew Jack 
in Paris 


The French stock market 
authorities are due to rule next 
week on whether Rallye, the 
"white knight” attempting to save 
the retailer Casino from a hostile 
takeover, should be obliged to 
reveal information on warrants it 
holds In Casino, 

The Commission des Operations 
de Bourse and the Conseil des 
Marches Financiers were asked 
earlier this week to rule on Xlm 
warrants held by Rallye which 


could significantly increase its vot- 
ing rights in Casino and render the 
Prumodes offer unachievable. 

The authorities are considering 
whether they need to make a rul- 
ing on the warrants, require Rallye 
to disclose whether it intends to 
exercise them, and if so, what dif- 
ference it might ret ake to the terms 
of the takeover offer. 

Promodbs said yesterday that it 
would not have launched its 
FFi3ibn ($S.26bn) takeover bid 
against Casino last month if it 
believed Rallye had the right to 
exercise the warrants and hence 


increase its voting rights. 

It argues that Rallye should be 
obliged to pay minority sharehold- 
ers in Casino at least the equiva- 
lent of its cash offer, and otherwise 
could take control of the company 
without any premium. 

Rallye holds 33 per cent of 
Casino, and its voting ri ghts rise to 
43 per cent on October 25. Its rights 
would rise further if it exercised 
the lLm of 15m warrants in circula- 
tion. The founding Gui chard family 
is split between the two bidders. 

Promodfes argued that if Rallye 
exercised its warrants, it would 


automatically have more than 50 
per cent of the voting rights, mak- 
ing the takeover impossible. 

However, advisers to Rallye 
argued yesterday that it was diffi- 
cult to assess the exact proportion 
of votes it would control before the 
takeover deadline, since other 
' Casino investors might hold shares 
which would shortly be entitled to 
double voting rights. 

The latest twist comes as Rallye 
and ProzDodte c ontin ued their bat- 
tle for control of Casino, which for- 
mally began earlier thin week after 
approval from the stock market 


Finnish 
group hit 
by sticky 
summer 


By T7m Burt in Stockholm 


Huhtamdki, the Finnish 
confectionery and food pack- 
aging group, yesterday cited 
sticky conditions in its 
sweet factories as the nmi™ 
reason for a 5 per cent fall 
in pre-tax profits. 

The company, reporting 
profits of FM270m (S5L4m) 
for the eight months to 
August 31 against FM286m 
last time, said exceptionally 
hot and humid weather in 
the Nordic region had ham- 
pered production of its best- 
selling pastilles, dominated 
by the Ldkerol brand. 

Timo Peltola, HuhtamfiM 
chief executive, blamed “a 
hiccup” in the production 
process at its Leaf confec- 
tionery division. 

“Most of our products are 
sugar confectionery, and in 
the hot weather the drying 
process took up to three 
times longer - it created a 
terrible bottleneck,” he said. 

He warned that the fig- 
ures would have been much 
worse had it not been for 
buoyant sales by the group's 
Polarcup subsidiary, which 
saw profits rise 9 per cent to 
FM183m on stronger 
demand for its ice cream 
and cold drink containers. 

“Predictably, the summer 
was good for Polarcup's food 
packaging business, bnt 
unusually warm and humid 
conditions reduced confec- 
tionery consumption in 
Scandinavia and disturbed 
manufacturing at several 
Leaf plants,” Mr Peltola 
added. 

The difficulties in the 
sweet business were par- 
tially offset by contributions 
from acquisitions, notably 
Syrena, Poland's leading 
sugar confectioner. 

Mr Peltola predicted an 
improvement on the 
FM416m annual profit 
achieved in 1996 following 
stronger sales in recent 
months. “Autumn is an 
important sell-in period for 
pastilles, cough drops and 
Christmas chocolates. Leafs 
output levels returned to 
normal during September, 
and Polarcup is moving 
ahead in a steady fashion." 

Earnings per share in the 
first eight months of the 
year rose from FM6.78 to 
FM7.44. 

Huhtamaki most com- 
monly traded I shares, how- 
ever, fell FM8.50 to FM191. 



MALAYSIA 


USS650.000.000 
Floating rate notes 
due 2005 


In accordance with the 
provisions of the notes, 
notice is hereby gioen that 
for the six months interest 
period from ID October 1997 
to 14 April 1998 the notes 
wiH carry an interest rate of 
5.875% per amam. 

Interest payable on 14 April 
1998 will amount to 
US$30154 per USSIO.OOQ 
note and US$7 £8854 per 
US$250.000 note. 


Agent Moigan Guaranty 
Trust Company 


JPMorgan 


LEGAL 

NOTICES 


IN THE MATTER Of 
LOGAN TRADING LIMITED 
and 

IN THE MATTER OP THE 
CYPRUS COMPANIES LAW CAP IU 
Noocc is hrrcty ffraP iW fl»e cunfimm ctlbt 
■bvwc-Mined wmpaay >* heia* 

voluntarily wound up wre iCquil tt d Ofl Of bcfatf 
tbc Huh day of NovctJlbcr 1997 lo send ir 
their full nmrfm. than 1 dddieue* W 
docnpticn*. fall pwlkuUn of Otcir Jefcta a 
claims and the mok* and addmiiei of then 
ulialon (if any) lo Ibe lusJenigiKd Me Dink 
N h|wdopoutoi, FCA of Julia Home, i IT 
Denis StaaO-PQ Be* 1612.CY-IS91 Nfcwk 
Cyprus, the liquidator. Do come m and pa** 
tfuir said debts or etahw ir such lime ant 
place as shall be specified ■» «# notice, or ir 
ifclauh thereof they will be eic lu dwi from da 
benefit of any dmrihutum mole before aid 
Jett* no proved. 

Dated mis |0th day of October 1997 
Dines N Papodopouln 
Liquidator 


SocGen chairman takes his leave 


Marc Vienot has turned the bank into one of the most successful in France 


P uffing on a large cigar 
and sipping a gener- 
ous measure of sherry, 
the chairman of Socidte Gen- 
erate might give the impres- 
sion of being a rather tradi- 
tional-minded French 
manager. 

But Marc Vifenot, who 
retires on his 69th birthday 
at the end of this month, is 
proud CO be sitting in an 
office decorated with 
abstract art on the top floor 
of the ultra-modern twin- 
towered headquarters into 
which his bank relocated 
from central Paris in 1995. 
He counts the move into the 
high-tech building as one of 
his most important achieve- 
ments in recent years. 

Mr Vienot leaves an 
impressive legacy, having 
turned Societe Generate into 
one of France’s most suc- 
cessful banks - against con- 
siderable odds - and prepar- 
ing an influential and 
controversial series of 
recommendations on French 
corporate governance two 
years ago. 

Like the best of his genera- 
tion, he attended the Ecole 
Nationale d’Administration, 
the elite civil service train- 
ing school, was an Inspec- 
ted des Finances and 
worked in different ministe- 
rial cabinets before moving 
into the corporate world in 
1973 - albeit at a time when 
Socidtd Gdngrale was still 
state-owned, thanks to 
nationalisation in 1945. 

But unlik e many other top 
civil servants even today, he 
was not directly “para- 
chuted” into the top job, 
working instead as assistant 
managing director during 
the era of hierarchies and 
multiple grades” for four 
years before becoming man- 



Guidmg light Marc Vi&iot co-ordinated ‘first symbolic privatisation’ when SocGen was sold in early 1987 
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aging director, and then 

ehfllpnan Jq 1986 . 

Mr Vienot praises Maurice 
Laur6, the chairman who 
hired him. and who from 
1974 began reducing the 
number of new branch open- 
ings and recruitment on the 
grounds that otherwise “we 
would have employed the 
entire French working popu- 
lation by 2045”. 

He co-ordinated the “first 
symbolic privatisation” 
when the bank was sold in 
February 1987, an action 
which he says provoked the 
ire of the late Francois Mit- 
terrand and led to what Mr 
Vi£not describes as “the con- 
frontation with Mr [Georges] 
Pebereau and Mr [Pierre j 
Bdrtgevoy”. 

He is referring to the 
failed hostile bid against 
Society G6n6rale co-ordi- 


nated by the former, a finan - 
c ier, under the auspices of 
tiie latter, the Socialist min- 
ister of finance and later 
prime minister, who 
attempted to take the bank 
back into state ownership. 

Mr Vi6not highlights 
among his subsequent 
achievements the fact that 
he helped the bank build up 
substantial reserves to rein- 
force its balance sheet 
through its own efforts - 
one reason he has so vocally 
attacked the state aid for 
Credit Lyonnais, which 
could cost French taxpayers 
at least FFrilObn ($18.7bn). 

“We discovered the rules 
of competition rather late In 
France." he says, while 
adding that he does not 
believe that left the conn- 
try’s banks with a large 
handicap compared with 


rivals elsewhere. He even 
expresses confidence that 
the distortions caused by the 
mutual banks "will not 
remain indefinitely”. 

Mr Vi6not also says he 
introduced greater delega- 
tion of decision-making, 
executive training sessions 
and “a ra ther laid-back man - 
agement style”, in contrast 
to the board meetings under 
his predecessor. 

As one of his peers put it, 
Mr Vtenot’s achievements 
were not simply in what he 
did, but also in what he 
refused to do. While building 
a str o ng international busi- 
ness with a firm foundation 
in France, he scorned the 
idea of developing a retail, 
operation abroad, launching 
into heavy industrial invest- 
ments, alliances with other 
European financial institu- 


tions or even many acquisi- 
tions. 

Curiously, he only cites 
his corporate governance 
report after prompting, and 
concedes that some of the 
changes made by French 
companies have b p™ “cos- 
metic". He defends the fact 
that his chosen successor, 
Daniel Bouton, was only 
“parachuted” In from the 
civil service six years ago, 
stressing that he put hfan to 
the test with some difficult 
challenges and found him 
someone “who always has 
too many ideas”. 

And he adds he win be the 
first Society Generate chair- 
man to seek the remunera- 
tion committee’s approval on 
whether they grant bhp an 
office, a car and a secretary. 


Andrew Jack 


Restructuring costs hurt Metra 


By Tim Burt 


Metra, the Finnish industrial 
group, yesterday blamed a 
sharp fall in profits on 
restructuring costs of 
FM200m (538m) at its heavily 
loss-making WSrtsila NSD 
diesel-engine subsidiary. 

The company - whose 
operations span diesel 
engines, bathroom equip- 
ment and steel products - 
reported pre-tax profits 
down from FM428m to 
FM137m in the eight months 
to August 31. despite a rise 
in sales from FM6.62bn to 
FM9-21bn. 

The figures were, however, 
distorted by a number of 
non-recurring items, mainly 
the reorganisation at WSrt- 
siia but also a FM292m 


exceptional gain in 1996. 

Operating profits fell from 
FM535m to FM368m follow- 
ing weaker performances in 
the diesel division and 
reduced contributions from 
Metre’s non-core finance and 
real estate arms. 

Of the group’s three main 
operating divisions. Wdrtsila 
saw losses deepen from 
FM48m to FM253m - mainly 
because of delays in a num- 
ber of new engine projects 
and the cost of shifting to 
smaller power plants. 

The division - which was 
merged this year with the 
diesel engine operations of 
Fincantieri Cantieri Navali 
Italiana, the Italian state 
shipbuilder - was also hit by 
the cost of scaling back pro- 
duction at its French plant 


at Mantes, where the work- 
force is being more than 
halved, from 440 to 210. 

Losses in the diesel busi- 
ness overshadowed modest 
gains at Sanitec, the bath- 
room equipment business, 
which reported profits up 14 
per cent to FM273m follow- 
ing increased demand in 
Nordic and eastern Euro- 
pean markets. 

Imatra, Metre's specialist 
steel business, saw profits 
fall from FM71m to FM63m, 
although the company said 
it should benefit from price 
increases in the second half 
of the year. 

The most commonly- 
traded Metra B shares fell 
FM5.50 to FM148.90 after the 
company warned exceptional 
items and volatile sales pros- 


pects at Wartsfld would dent 
full-year results. 

“The non-recurring costs 
in 1997 together with the 
exceptionally strong impact 
of taxes will -cause Metre's 
earnings per share to clearly 
decrease from last year," the 
company said. 

Excluding ' exceptional 
items, full-year profits are 
forecast to remain at about 
the same level as last year, 
when it reported underlying 
profits of FM6l6m. 

Further ahead, Metra pre- 
dicted it would begin to see 
the benefits of the restruct- 
uring in the diesel business, 
where a parallel sales and 
service network had been 
introduced and the research 
and development facilities 
combined. 


Higher chartering rates lift ICB 


By Tim Burt 


ICB Shipping, the Swedish 
tanker operator fighting a 
SKr3.22bn (S427m) bid from 
Bermuda-based rival Front- 
line, yesterday announced a 
sharp increase in underlying 
profits. 

The company, which has 
rejected Frontline’s 
approach in favour of a 
friendly $309m merger with 
Astro Tankers, of Greece, 
saw pre-exceptional profits 
rise from SKr2m to SKrl99m 

in the first nine months of 
1997. on sales up from 
SKr588m to SKr743m. 

Ola Loren tzon, ICB presi- 
dent. said the improvement 


had been fuelled by the 
cyclical upturn in chartering 
rates, which have risen 30 
per cent in recent months to 
about $50,000 a day for some 
vessels. 

Citing operating profits up 
from SKr69m to SKrl68m, 
Mr Lorentzan said ICB bad 
been one of the few tanker 
operators in the world to 
come through the recession 
in chartering rates without 
making a loss. 

Although headline pre-tax 
profits fell from SRr237m to 

SKrl99m, ICB pointed out 
the figures were distorted by 
a SKr235m exceptional gain 
on the sale of vessels in 1996. 

Earnings per share, includ- 


ing exceptional , fell from 
SKr&42 to SKT7.07. 

ICB, which is today pub- 
lishing its offer document on 
the proposed Astro merger, 
said the underlying figures 
demonstrated that Front- 
line’s SKrll5-a-share offer 
was inadequate. 

“The market is looking 
strong for at least two years 
ahead, and in that climate 
we are certainly worth more 
than what Frontline has 
shown it is willing to pay,” 
said Mr Loren tzon. 

ICB has also rejected 
Frontline’s offer of SKrl30 a 
share for its A voting rights, 
adding that investors hold- 
ing 52 per cent of those 


A shares had already agreed 
to support the Astro deal. 

Frontline indicated this 
week it might consider a 
revised offer for ICB pending 
the publication of new infor- 
mation in the Astro offer 
document But it has warned 
ICB shareholders that it has 
embarked on legal action to 
block the proposed deal. 

Frontline claims ICB has 
breached Swedish law by 
seeking a deal which 
unfairly benefits one set of 
shareholders. 

ICB has dismissed the alle- 
gation. Its A shares closed 
unchanged yesterday at 
SKrl30, while the B shares 
fell SKrt to SKrl09. 


Microsoft, 

Telekom 


to explore 
link-ups 


Deutsche Telekom, the 
German telecommunications 
operator, and Microsoft, the 
US software group, said 
yesterday that they would 
hold co-operation talks over 
the next six months on 
issues ranging from internet 
security to WebTV, Reuter 
reports from Bonn. 

The two companies, which 
already cooperate in vari- 
ous multimedia develop- 
ment projects, signed a 
memorandum of under- 
standing late on Wednesday 
in Darmstadt at a meeting 
between Ron Sommer, Deut- 
sche Telekom chairman, and 
Bill Gates, Microsoft chief. 

Hie talks will explore the 
possibility of cooperating 
in several new areas in elud- 
ing WebTV, the Microsoft 
subsidiary that makes parts 
of the internet available 
over normal television 
sets. 

“This is just one of the 
options we are exploring,” 
Deutsche Telekom said. “We 
hope to have concrete 
results within the next six 
months.” 

Other areas under discus- 
sion are internet security in 
the use of smart cards, tele- 
communications and multi- 
media applications for the 
medical community, and 
Microsoft's electronic com- 
merce technology, known as 
Microsoft Commercial Inter- 
net System. 


Danone to book FFrlbn gain on disposals 


By Andrew Jack 


Danone, the French foods group, 
said it would make a capital gain of 
about FFrlbn (5170m) on the sale for 
FFr5bn of a number of its grocery 
businesses announced yesterday. 

The group sold to Campbell Soup 
Company for FFrlbn the soup busi- 
ness of its Liebig Maille Amora sub- 
sidiary, which has sales of FFrSOOm. 

The sauce, condiment and cooking 
preparation activities of Liebig 
Maille Amora and Liebig Benelux, as 
well as the pasta and ready-to-serve 
businesses Panzani William Saurtn 


and Agnesi - with collective sales of 
FFr8.5bn - were sold to Paribas 
Affaires Industrielles, the invest- 
ment arm of Paribas, the French 
bank, for FFrtbn. 

PAL in turn, made the acquisition 
in the form of a leveraged buy-out in 
equal partnership with two invest- 
ment funds: Fonds Parteaaires, and 
Finance et Investors, a fond recently 
launched by Edouard Stern, a former 
top partner with Lazard Fibres, the 
Paris-based Investment bank from 
which he resigned earlier this year. 
Rothschild & Cie advised PAI, and 
Lazard advised Danone. 


Franck Riboud, Danone chairman, 
said the sales reflected his group’s 
strategic decision to focus on its core 
businesses and on international 
expansion. He said the three areas - 
health, snack foods and beverages - 
represented 80 per cent of sales. 

Danone has been seeking to 
develop a global strategy for its 
brand, putting Its name on a grow- 
ing number of 'products. He said his 
aim was to make the Danone name 
one of the world's top 10 brands. 

Mr Riboud said Danone would use 
some of the capital gains made on 
the transaction for provisions to 


reorganise other parts of the group. 
For the moment, it is conserving 
businesses including the pasta 
maker BSB in Germany and La 
Familia in Spain. 

He added that the sales would 
allow the group to add 0.2 points .to- 
its operating margin, which would 
rise in pro-forma terms to 9.2 per 
cent For 1997. 

Danone's other non-core busi- 
nesses which are not yet priorities 
for sale include its beer, baby foods 
and packaging concerns. Yesterday's 
deal also excluded its frozen food 
activities. 





authorities. The offers close on 
November 7. Both sides are plan- 
ning extensive advertising cam- 
paigns this weekend to argue the 
merits of their respective cases. 

Rallye argues that Promoctes hsb 
a very different strategy to Casino, 
and that the takeover would sub- 
stantially delay its international 
development and prove extremely 
costly to implement 

Promodte argues that the Rallye 
offer has no Industrial logic, and 
would incur heavy debt charges 
which would have to be financed 
from Casino's own resources. 


EUROPEAN NEWS DIGEST 


Eierhoff rejoins 
Bertelsmann 



The man tipped to, became the future chief executive of 

Karstadt, the German retailer, will leave the company 

and return to his former employer, BerteJanann, the com- 
panies said yesterday. Klaus Eierhoff will leave the Kar- 
stadt management board by mutu^ consent and join the 

board of Bertelsmann, the world's third largest publishing 


group, at the start of next year. 

Bertelsmann said Mr Eierhoff, 44. would take charge of 
the group's multimedia and media systems businesses. 
The areas have been the responsibility of Thomas MIdddr 
hoff, who will take over as chief executive in October 
1938. 

Analysts said Mr EierhofTs departure from Karstadt 
was a blow to the company, as he was regarded as heir- 
apparent to long-serving chief executive WalterDeuss. •• 

“He was one of the younger directors," said Max Reach, 
retail analyst at Veretnsbank in Munich. “I would have 
liked to see him as Mr Deuss's successor because he is 
very dynamic.’’ 

Big shareholders in Karstadt, disappointed by a run erf 
poor results at the department store group, pushed earlier 
this year feu Mr Eierhoff to take over from Mr Deuss. who 
has been in the top job since 19791 But Mr Deuss managed 
to secure ids position after Deutsche Bank and Commerz- 
bank sold stakes of about 10 per cart each -In Karstadt to 
the Schick edanz group, parent of the Quelle mail order 
company. Reuters, Essen 


FUTURES AND OPTIONS 


OM Gruppen posts 28% advance. 


OM Gnippen, the Swedish company which operates 
futures and options exchanges in Stockholm and Lond on , 
yesterday reported a 28 per cent rise in nine-month pre- 
tax profit. 

The company, which also develops technology solutions 
for other exchanges, said it had made SKr312m ($4L3m), 
which was above market expectations. 

Total revenue fear the period grew 59 per cent to 
SKrG&hn. from SKr437m a year earlier, as the company 
saw revenue increase in all its business sooas. - 

Transaction fees remained the largest revenue area, 
contributing SKr394m. up from SKrSiTm in the first nine 
mrmfhs of 1997, as trading and clearing volumes reached 
record levels at both OM Stockholm and OMLX, the Lon- 
don Securities & Derivatives Exchange. 

Meanwhile the fastest growing area was technology and 


systems sales, with revenue growing from S£r62mto 
SKrl99m, OM said. Costs during the nine months 
increased to SEriSSm, against SKr3G2m a year earlier, and 
included for options to senior staff members. 

AP-Doto Jones, Stockholm 


INSURANCE 


EA-Generali Income slips 


EA-Generali, Austria’s largest Insurer, said yesterday that 
first-half 1997 group premium income foil to SchZLZbn 


C$l-8bn)from Sch25.7bn in the year-ago period. 

The company, majority owned by Italy’s Assicurarione 
Generali, mid it expected to pay an unchanged dividend 
of Schl7 for 1997. It farebast group premium income for 
the whole year at Sch38ho. 

The group said tiiat the premium income for the first- 
six months was above that achieved by competitors. “The 
EA-Generali concern was able to successfully confir m its 
position as Austria's most important insurance g roup also 
in the first half of ISfflf- the company statemimit.aaid. : 

It put insurance payments at phis 3.4 per. cent, but gave 
no details. Reuters. Vienna 


SATELLITE COMMUNICATIONS 


Japan groups invest in SkyBridge 


Alcatel Alsthom, the French tdecammumcatUais-mann- 
facturer, yesterday announced that- Toshiba, the Japanese 
electronics company, had agreed tdtfnvest'in its &5bn - 
SkyBridge global satellite communications business. ' 

The project - which wifi pro vide broadband access for 
high-speed internet and multimedia service -is led by 
Alcatel and includes Loral Space & Communications, the 
US satellite company, as a partner^ 

The deal could prove a significant boost far Alcatel's . . 
“intemet-in-theaky^ project It is hoping to position Sky- 
Bridge as an international alternative to growing domi- 
nance by US businesses of the internet and ne w technolo- 
gies. . ... 

The French company had been hoping that a leading 
Japanese company would join the project, leaving it bet- 
ter positioned than its US rivals - Teledeste ahd Motorola 
- to win global frequency rights. - International staff 


TELECOMS 


WorldCom network deal signed 


Alcatel Alsthom. the French telecommunications' manu- 
facturer, and WorldCom, the US operator which is bidding 
S30bn for MCL have formally signed contracts for the con- 
struction of WorldCom’s pan-European fibre optic net- ~ 
work. 

The contract was announced some months ago and 
work on the terrestrial network, which includes cross- 
channel cable links between the UK and France and the 
Net her la n d s , has already started. The network wfli link - 
London, Amsterdam, Frankfort, Brussels and Paris. 

The contract value has not been revealed but it is 
believed to be a significant proportion of the $200m Wtedd- 
Com is spending on the network. It is expected to be com- 
pleted by the second quarter of 1998. I 

The network will interconnect in London with Gemini, 
a FFiSbn ($339m) fibre optic subsea telecoms system 
between London and New York which WorldCom is con- 
structing in cooperation with Cable and Wireless, 
of the UK. 

MCI board meets. Page 22 Alan Cane, London 


HOTELS 


Hilton in Copenhagen venture 


Hilton International and Copenhagen Airports are to-' :* 
co-operate in the establishment of a358-room hotel at 'H' 
Copenhagen’s Kastrup International Airport, it was : *’-"5 
announced yesterday. 

The DKrflOm ($6L4m) hotel wifi be built and owned by- 
Copenhagen Airports, which is listed on the Cqperihagai:' 
Stodc Exchange, and operated under a 20-year contract by , 
Hilton. The Copenhagen Hilton will be Hllton’s ffret hotedl 
in Scandinavia. The group has 160 hotels in 50 cormlrfw^- 

Clive HUlier, Hilton's vice president^ corporate develops 
meut, said the hotel would strengthen Hflton’s posjtmrin - 
the Baltic region, in which Copenhagen Airoart Is th^ nat: 
urai hub. .s' r ' 

Mr iflffler also died the construction of a rail-and-rbad 
bridge between Copenhagen and the southan SwedishV; 
city of Mahno, due for completion in 2000. asa Wfocti»- 
m choosing Copenhagen. . Hilary Banta, Copenhagen 


CORRECTION 


United Biscuits/San 




Polish blscuitmaker. San, (FT Exporter, 

?\ ^ fo T a n oaOtf of 528m, plus £8.4xn lii ^ti6halcapi4,- 
^ rej^ ent ’ ^ fi6Ure wrongJy stated zfotysln ^ ‘ 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Bad loans force Japanese bank merger 


By Gffltah Tab in Tokyo 

Two second-tier- regional 
Japanese banks plan to 
merge after falling Into 
severe financial problems as 
a result of the collapse.cif the 
1960 b property bubble. 

The merger by Fukutaku 
Bank and £he Bank of Nan- 
iwa. both Osaka* based, is 
ooe of the first by Japan's 
regional banks. 

* !t comes amid mounting 
expectations that the coun- 
try's large regional bank sec- 
tor .will Gee a wave of consol- 
idation ahead of p inna for 


“big bang" financial deregu- 
lation. 

. James Fiorillo. of ING Bar- 
ings, said: "We expect many 
more mergers in the next 
few years. As big bang 
unfolds, these smaller firms 
will be badly placed to deal 
with the competition.” 

Yesterday, the Japanese 
cabinet backed new la gfaia - 
tion to enable an industry 
bail-out fund to cover f-hfq 
type of merger. 

The changes will allow the 
Deposit Insurance Corpora- 
tion - Japan’s nnawi-ini sys- 
tem safety net - to provide 


assistance for bank mergers. 
The DIC was set up to pro- 
vide financial assistance for 
the failed jusen, or housing 
loan companies. It is govern- 
ment-backed and partly 
financed through a levy on 
financial companies. 

Until now, the fund could 
only be used to support the 
takeover by healthy banks of 
troubled banks. 

Some officials yesterday 
indicated that the DIC was 
likely to help in .the latest 
merger by purchasing bad 
property-related loans. 
Fukutoku Bank, listed on 


the Tokyo and Osaka stock 
exchanges, disclosed in 
March non-performing loans 
of Y123bn ($1 JJlbn) - or 8.08 
per cent of its loan portfolio. 
Bank of NanJwa, which is 
unlisted, had non-performing 
loans of Y22.0bn, some 6.88 
per cent of its portfolio. 

However, some analysts 
believe the bad loans, which 
largely arose from the col- 
lapse of the Osaka property 
market, could be higher. 

Brian Waterhouse, of 
HSBC James C-apel, said yes- 
terday: “We believe the offi- 
cially disclosed numbers sig- 


nificantly understate the 
problem.” 

The merger, which will 
occur next year, was wel- 
comed by some analysts as a 
sign that the Japanese gov- 
ernment was starting to 
force regional banks to 
tackle their long-standing 
problems. 

However, others pointed 
out that it remained ques- 
tionable whether the merged 
banks would be strong 
enough to be a viable entity. 
Many suspect that closures, 
rather than mergers, may be 
a better solution to Japan's 


problem of overcapacity. 

The new bank will have 
about Yi,630bn in deposits, 
making it about the 50th 
largest of Japan's 126 
regional banks. 

• Bank of Yokohama yes- 
terday reported an appraisal 
loss of Y43.8bn on its securi- 
ties holdings as of the end of 
September, Renter adds 
from Tokyo. The bank had 
forecast revenues of Y430bn 
and pre-tax profits of YShn 
in the year to March 31 199a 
against revenues of Y531.9bn 
and pre-tax profits of Y5.3bn 
in the previous year. 


India’s NSE shrugs off satellite failure 

The country’s largest stock market has re-opened, but rival BSE still has a golden opportunity 


I ndia’8 National Stock 
Exchange is counting 
the cost of a week-long 
closure caused by satellite 
failure. Which ended when 
the exchange re-opened yes- 
terday. 

"Going back and forth 
between satellites cost us 
Rs20m [$550.0001" eays Ravi 
Narain, deputy managing 
director of the NSE. “Obvi- 
ously the real cost is in 
terms of lost income to the 
exchange, to the trading 
members and the investing 
community.” 

The exchange admits there 
is "very clearly a loss of con- 
fidence ” in its satellite com- 
munications system - 
severed when the Insat 2-D 
satellite lost power. Further 
problems may occur while it 
transfers to a permanent 
replacement satellite. 

“All in all, we have paid a 
frighteningly large bill for 
very little fault of our own.” 
says Mr Narain. 

However, Mr Narain dis- 
misses suggestions that the 
NSE's position as India's 
leading stock market - with 
more than twice the turn- 
over of . Bombay Stock 
Tftn-hang a, its nearest rival - 
will suffer. It is "not a ques- 
tion of losing business to 
rival exchanges”, he says. 

Hie closure, while embar- 
rassing, has not cost the 
NSE much business. When 
the exchange ' was' shut, 
depriving India's regional 
markets of ■ arbitrage oppoT- 
;tunltfes," there was little 


trading anywhere in the 
country. 

Stockbrokers say that 
trading patterns will revert 
to normal now the NSE has 
reopened. 

Few hold the exchange 
responsible for the loss of 
Insat 2-D. "It could just as 
easily have happened to the 
Bombay Stock Exchange,” 
says Nozer Shroff, Joint man- 
aging director of DSP Merrill 
Lynch Securities. 

But the NSE’s travails are 
not over with the resump- 
tion of trading. Problems 
with its faulty back-up satel- 
lite threaten further damage 
to its reputation. 

More seriously, satellite 
problems have forced it to 
freeze ambitious expansion 
plans at exactly the time 
when the BSE is launching a 
concerted counter attack. 

Last month, the BSE - 
Indian oldest stock market 
and its biggest until it was 
overtaken last year - 
unveiled plans for a nation- 
wide challenge to the NSE. 

Boltnet, its new trading 
system, allows member bro- 
kers to trade on the 
exchange via remote termi- 
nals anywhere in Tndfa, pre- 
viously. tally brokers in the 
Bombay region could trade 
on the exchange. 

This opens a new front in 
the battle for supremacy 
that began in 1994, when the 
government set up the high- 
tech NSE iritis 'tile aim of 
shaking up India’s estab- 
lished broker-run exchanges. 


Rival exchanges 


Turnover by region 



Remote 

b rotor terminate 


BSE 


NSE 
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Ramesh Mathur, executive 
director of the BSE, says it 
has "hugely improved” 
transparency and efficiency 
to "the highest world stan- 
dards" since ironing out 
problems with its new 
screen-based system last 
year. 

T he NSE is way out in 
front. It handles 70 
per cent of the two 
exchanges' combined turn- 
over and the lion's share of 
institutional trades. “The 


match is already settled in 
our favour” says Ramachan- 
dra Patil, NSE managing 
director. 

This reflects the NSE's 
extraordinary march across 
India’s main cities. It has 
1,630 remote broker termi- 
nals spread across 160 cities 
with clearing centres in 
Bombay, Delhi, Madras and 
Calcutta. 

The geographical expan- 
sion has driven the its mar- 
ket share ever higher and 
threatened the viability of 


many of India's regional 
stock markets. 

But plans to expand to 
2.500 terminals by March are 
on hold. It will be at least 
four weeks, and probably 
longer, before it can add new 
terminals. 

C apacity constraints 
on its new satellite 
will also impose a 
ceiling or about 2.000 termi- 
nals until more space can be 
found on India's crowded 
Insat programme. 

This gives the BSE a 
golden opportunity. Since 
Boltnet was launched on 
September 1. it has set up 
210 remote broker terminals 
in 90 cities. “We are target- 
ting about 500 terminals by 
the end of the year and 1.000 
by mid-1998," says Mr 
Mathur. 

He adds that the BSE. 
which has local and wide- 
area computer networks in 
the Bombay region, will 
remain in operation even if 
its satellite foils. 

Only 38 per cent of the 
NSE’s turnover comes from 
brokers in Bombay - where 
it is based - with the bal- 
ance coming from brokers in 
the rest of country. 

By contrast, 89 per cent of 
the BSE’s business comes 
from Bombay-based brokers 
and only 11 per cent from its 
new country-wide network. 
But “turnover from up-coun- 
try brokers should rise to 40 
per cent", according to Mr 
Mathur- 


Most stockbrokers expect 
the BSE to win back some 
market share. “If the BSE 
succeeds in building a 
nationwide network, its 
turnover could surge," says 
the head of one foreign 
investment bank. But he 
adds that it will not over- 
haul the NSE “for the fore- 
seeable future". 

The BSE must run to 
stand still. The NSE is 
already in pole position in 
three key areas which form 
the likely next phase of 
India's market evolution - 
paperless trading, futures 
and options and an active 
debt market. 

But here, too. satellite 
woes will temporarily rein in 
the NSE's ambitions and 
give the BSE an opportunity 
to catch up. 

“There are a number of 
projects adding more fea- 
tures to our systems which 
will have to be delayed per- 
haps by a month or even 
three months,” says Mr 
Narain. 

The question is whether 
the BSE can grasp its 
chance. As a member-run 
organisation, it has a keen 
feel for the pulse of the mar- 
ket but it is ill-suited to 
grasp f undam ental innova- 
tion, particularly when it 
conflicts with the interests 
of some of its brokers. 

The betting is that the 
NSE will resolve its satellite 
problems first. 

Krishna Guha 


ASIA-PACIFIC NEWS DIGEST 


Shell Philippines 
delays expansion 

Shell Philippines, an offshoot of the Anglo-Dutch oil 
group, is postponing its 2.5bn pesos ($7imj retail expan- 
sion programme until next year, following the collapse of 
the peso and this week's controversial move by the 
Supreme Court in the Philippines. 

“In order to minimise our losses due to the steep foil of 
the peso and the 30-day price freeze imposed on us by the 
Supreme Court, we are shelving our expansion,” the com- 
pany said. Shell had been planning to open new retail out- 
lets and refurbish existing ones. 

On Tuesday, the Supreme Court imposed a 30-day tem- 
porary restraining order prohibiting the country's three 
oil companies, Petron. Shell and Colt ex, from raising 
prices to help offset the higher costs of imported crude 

resulting from the weaker peso. Shell said it had filed an 

urgent motion urging that the decision be reconsidered. 

“It is obviously difficult for companies who an? sup- 
posed to be operating in a Tree market to find there are 
suddenly restrictions, particularly at such a troubled 
time," said Alex Connor, analyst at lndosuez W.L Carr 
Securities. 

“The feeling in the downstream industry is very low- 
now,'' a Shell executive said. "We were very' upbeat until 
the peso collapse. The Supreme Court order has only 
made matters worse.” Opportunities in the upstream 
industry were more positive, the executive said. Shell is 
waiting for environmental approval for a $2bn natural gas 
project in the southern Philippines, which is due by the 
end of this month. Justin Marozzi, Manila 

m THAILAND 


Bank of Asia to increase capital 

Rank of Asia, the Thai bank, plans to increase its regis- 
tered capital by Btdbn i$137m) through a rights issue. 
Chavalit Thana ch an an t. the bank's chairman, said the 
move would help raise the bank's capital adequacy ratio 
to 13 per cent, from 9.92 per cent. Mr Chavalit said the 
bank had registered capital of Bt-l.Sbn, or which Bt4L2bn 
was paid up. Negotiations on the planned increase of reg- 
istered capital were under way with four or five foreign 
financial institutions, be added. The shareholding ratios 
will be detailed after October 15 - the day the government 
announces a new financial reform package. Thais now 
hold 94JS per cent of the total shares and the remainder 
are held by foreigners. Reuters. Bangkok 

■ INDIA 


Scooter maker plans expansion 

LML, Indian scooter maker, yesterday announced a 
Rp4.5bn ($124m) expansion plan aimed at making it the 
market leader. LML, a joint venture between the Singh- 
ania group and Italy's Piaggio group, plans to build the 
world’s biggest scooter factory, raising annual two- 
wheeler capacity to 600.000 units, from a projected 300,000 
at the end of 1996. The factory will be in Kanpur, in north- 
ern Uttar Pradesh. 

The aim “is to become the dominant player in the two- 
wheeler industry”, the company said. Bojaj Auto is the 
market leader with a 64 per cent share of the Indian 
scooter market, estimated at 3m units. LML also plans to 
introduce new models of motorcycles and light two-wheel- 
ers with engine capacities up to 200cc. The motorcycles 
will be in the four-stroke 125cc-200cc range. LML makes 
125cc scooters. Reuters. New Delhi 



Those who help developing 
countries get ahead 
make headway themselves. 


Development aid is successful when the people involved 


become partners. That's why KfW, on behalf of the German 


federal government, supports long-term investments and 


sound reform programmes. Our new Evaluation Report 


and the 1996 Annual Report provide a comprehensive 


overview of numerous successful projects in nearly 100 


developing countries. We will be pleased to send you these 


reports, and further details. Kreditanstalt fur Wiederaufbau. 
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Georgia-Pacific rise beats forecasts 


By Nikki Taft in Chicago 


Cost-savings across the 
company and a strong 
underlying operating 
improvement in some parts 
of the building products divi- 
sion helped Georgia-Pacific 
lift third-quarter profits to 
$86m after tax, or 94 cents a 
share. 

In the comparable period 
last year, the Atlanta-based 
pulp and paper group made 
an underlying profit of $sim 
before one-off items. How- 


ever, gains on the sale of 
gypsum wallboard facilities 
and settlement of pension 
obligations took the bottom- 
line figure to ?99m. 

Earnings for the first nine 
months rose to $3l7m, com- 
pared with $2?0m at the 
same stage last year, before 
the one-off gains. After one- 
off items, profits for the 
same period last year stood 
at $348m. 

Georgia-Pacific, the third 
largest private sector owner 
of timberland in the US, said 


that cost-efficiencies had 
driven the better underlying 
result 

Pete Cornell, chief execu- 
tive, talked of "significant 
declines 1 ' in overhead out- 
lays. “Those costs were 556m 
lowpr in the third quarter 
than they were a year ago," 
he said. 

He also noted that there 
had been a $66m reduction 
in the second-quarter year- 
on-year, and a $64m decline 
in the first quarter. 

The results were better 


than many analysts had pre- 
dicted, with forecasts for 
third-quarter earnings per 
share averaging about 87 
cents, according to First 
Call, the research group. 

On Wall Street, however, 
Georgia-Pacific shares 
slipped $% at J106H tn early 
trading. 

The company said that its 
building products division 
had seen strong results from 
the gypsum, lumber and for- 
est-product related units dur- 
ing the quarts:. 


However, it was hit by a 
$13m operating loss in the 
distribution, division, com- 
pared with a loss of 520m a 
year qgn (including $16tn of 
restructuring charges). 

Operating profits from the 
building products side over- 
all stood at 5221m in the 
third quarter, compared with 
yiagm (or $240m after one-off 
items). 

On the pulp and paper 
side, there were generally 
improved results, notably in 
pulp, communic ation papers 


and bleached board. The 
com party said the environ- 
ment for its tissue business 
remained “very favourable", 
although prices ' eased 
Slightly. 

Container-board was “well 
below" the 1996 quarter, 
jrttJiymg h the company said 
prices were picking up. 

The pulp and paper inter- 
ests overall made an operat- 
ing profit of 593m In the 
third quarter, compared with 
584m a year ago (or 5104m 
after one-off gains). 


Difficult case for MCI to ignore 

The engagement to BT could be off if the board has faith in WorldCom’s stock 


W hen directors of 
MCI Communica- 
tions sit down for 
the first time today to con- 
sider the merits of last 
week's unsolicited $30bn 
offer from WorldCom, there 
will be one overriding issue 
on their minds: the value of 
WorldCom's stock. 

On paper, at least, this is a 
knock-out bid that looks dif- 
ficult to ignore. WorldCom's 
all-share deal values MCI at 
$30bn, compared to the cur- 
rent value of about $24bn of 
British Telecommunication’s 
earlier offer. 

The current notional value 
of BT's bid also probably 
overstates the UK carrier’s 
case: a belief that WorldCom 
will prevail has boosted BT’s 
own shares, pushing up the 
paper value of its offer. 

In spite of the strict legal 
requirements that bind 
many of the actions of com- 
pany directors in the US, 
there is considerable scope 
in these situations to accept 
a lower offer - or even to 
reject both in favour of a 
third course. 

Such a precedent was set 
by the fight over Warner 
Brothers in the late 1980s, 
when a bid from Paramount 
Communications, though 
superior on paper, was 
rejected in favour of a 
merger with Time that was 
deemed to make better stra- 
tegic sense and provide supe- 
rior value for shareholders. 

In any such consideration. 
WorldCom’s stock price 
assumes centrestage. 

WorldCom has been one of 
the best-performing stocks in 
the US since the company 
was founded 14 years ago. 
But, before recommending 
any offer, Bert Roberts, MCI 
chief executive, and the 
other MCI directors would 
have to be convinced that it 



Full dancecard: Bert Roberts of MCI must choose between BT and WorldCom 


would bold its value after an 
acquisition, and keep grow- 
ing in the years ahead. 

Adding spice to these 
questions is the lofty earn- 
ings multiple that currently 
attaches to WorldCom’s 
shares. 

As the chairman of a high- 
growth company, Bernard 
Ebbers has not had to 
deliver tbe sort of steady 
earnings progression expec- 
ted of a more established 
carrier like MCL But after an 
acquisition, with MCTs earn- 
ings added to the mix, the 
multiple - and Wall Street's 
expectations - wfll change, 
taking Mr Ebbers into 
uncharted territory. 

“The challenge will be to 
keep the valuation of the 
stock as high as it is," says 
Ms Anna-Maria Kovacs, ana- 
lyst at Janney Montgomery 


Scott If WorldCom succeeds 
in digesting MCI and squeez- 
ing out costs, she adds, its 
current share price implies a 
price/earnings multiple that 
will still be in the high-20s. 
The represents a premium to 
the stock market at large 
and to other big telecoms 
companies. 

To maintain a premium on 
that sort of scale, WorldCom 
would have to prove that it 
really can force massive cost 
savings from an acquisition 
- amo unting to an annual- 
ised $5bn after five years. 

At the same time, it would 
have to demonstrate that it 
will not be so bogged down 
by the merger process that it 
loses one of its main poten- 
tial advantages: the chance 
to steal a march an the rest 
of the US telecoms industry 
by forging an Integrated car- 


rier providing long-distance, 
local and internet services. 


A t this stage, the MCI 
camp seems recep- 
tive to claims that 
WorldCom is on the leading 
edge of development in the 
US communications busi- 
ness. 

With the internet assets it 
has already acquired - some- 
thing that would be greatly 
enhanced by an MCI acquisi- 
tion - WorldCom is well 
placed to benefit from any 
future switch of voice tele- 
phony to the internet, 
according to one person 
close to MCL 

At the same time, MCTs 
directors will find it hard to 
deny WorldCom’s argument 
that its existing local net- 
work leaves it better placed 
than BT to push MCTs devel- 


opment in the local cal l in g 
business. 

According to Dan Rein- 
gold. telecoms analyst at 
Merrill Lynch: “BT was not 
going to bring anything to 
the table in terms of local 
entry in the US - they had 
to incur the full costs." 

All of this is likely to 
make it very difficult for the 
MCI directors to turn .their 
back on WorldCom without 
first at least listening to its 
case - something that could 
be set in train by today’s 
board meeting. 

For BT, however, yester- 
day was “business as usual", 
with projects going ahead as 
if the merger with MCI was 
unaffected. Managers are 
pressing ahead with plans to 
recruit staff for Concert, the 
telecoms giant that was to 
have emerged from the 
merger with MCL Jobs will 
be offered, hut contracts wfll 
not be signed until the ques- 
tion marks over MCTs future 
are removed. 

Privately, however, execu- 
tives accept that while MCTs 
management might prefer to 
merge with BT. they have no 
option but to be influenced 
by their leading sharehold- 
ers, who are clearly 
impressed by WorldCom's 
superior offer. 

One said: “Logic dictates 
that they will have to satisfy 
their shareholders." 

Tbe company insisted, 
however, that it was commit- 
ted to a global strategy with 
the US as a principal compo- 
nent 

A number of the “key 
players” in the US industry 
had already contacted It to 
explore the possibility of a 
merger, it said.. 


Richard Waters 
and Alan Cane 


Commerzbank Aktiengesellschaft 

Frankfurt am Main 

- German Security Code No. 803 200 - 


Subscription Offer 


By virtue of foe authority (authorised capital Sections 202 ff Aktiengesetz) granted at 
foe Annual General Meeting of May 27, 1994 of Commerzbank AkliengeseUschaft 
(hereinafter referred to as Commerzbank), its Board of Managing Directors has 
resolved, with the consent of foe Supervisory Board, to increase foe share capital by 
DM 150,000,000 to DM 2,156,839,715 through foe issue of 30,000,000 new shares in 
bearer form at par value of DM 5 each, with dividend rights as from July 1, 1997. For 
an amount of DM 6,654,305 new stares (fractional amount) foe subscription right of the 
shareholders is excluded. The fractional amount wifi be sold at the going market rate. 

The new shares have been underwritten by Bayerische Vereinsbank AG, Munch en, 
with foe obligation to offer DM 143,345,695 new shares to the shareholders of 
Commerzbank in foe ratio of 1 for 14 at foe price of DM 52 per share at a par value 
of DM 5 each. 

After the registration of foe increase of capital with the Commercial Register, we 
invite our shareholders to exercise their subscription right in order to avoid exclusion 
in the period 

from October 14 to October 28, 1997 Inclusive 

during normal banking hours at 

Commerzbank AG, London Branch 

The holder of dividend coupons No.66 of 14 old shares of DM 5 par value each is 
entitled to subscribe one new share in bearer form at foe price of DM 52 per share 
of DM 5 par value each. The subscription price is payable on October 28, 1997. 

The subscription rights (Security Code No. 803 208) will be listed on all German 
stock exchanges from October 14 to October 24, 1997 inclusive. As far as possible 
the Commerzbank AG, London Branch, is prepared to act as intermediary in the 
purchase and sale of subscription rights. 

Subscription will be subject to customary bank commission unless foe subscriber 
acquires foe new shares by presenting dividend coupon No. 66 at the office of 
Commerzbank AG, London Branch, during normal banking hours and no further cor- 
respondence is required. 

The new shares (German Security Code No. 803 201) are represented by a global 
certificate deposited with Deutscher Kassenverein AG, Frankfurt am Main. 

The subscribers wiS receive credit to foe account of a common depository for their 
new shares. No daims for foe delivery of individual share certificates may be made imtil 
the new shares have the same dividend rights as the old shares. After foe shareholders’ 
meeting on May 29, 1998, printed share certificates will be available upon request 

Application is being made for the new shares to be listed with official quotation on 
ail German Stock exchanges. The shares will be listed on the stock exchanges in 
Amsterdam, Antwerp, Barcelona, Brussels, London, Luxembourg, Madrid, Milan, 
Paris, Tokyo, Vienna and on foe Swiss Exchange, Zurich, in accordance with foe 
respective regulations of these stock exchanges. 

The offer is not being made directly or indirectly in, or by use of the malls of, or 
by any means or instrumentality of interstate or foreign commerce of, the United 
Stales. This includes, but is not limited to, facsimile transmission, telex and 
telephone. Accordingly, copies hereof and any related offering documents are not 
being, and must not be, mailed or otherwise distributed or sent in or into the United 
States. The ordinary shares of Commerzbank AG to be issued pursuant to foe offer 
have not been, and win not be, registered under foe United States Securities Act of 
1933, and may not be offered, sold or delivered, directiy or indirectly, in foe United 
States. Any purported subscription for ordinary shares of Commerzbank AG to be 
issued pursuant to the offer made directly or indirectly in, or by use of the mails of, or 
by any means or instrumentaflty of interstate or foreign commerce of, foe United 
States will not be considered a valid acceptance of the offer. 


Frankfurt am Main, October 1997 
The Board of Managing Directors 


COMMERZBANK 


Ford to spin off 
80.7% stake in 
financial arm 


By Richard Waters 
in New York 


Ford Motor is to shed its 80.7 
per cent stake in Associates 
First Capital, a financial ser- 
vices subsidiary, in a move 
that will create a stand-alone 
company with a stock mar- 
ket value of more than 
$20bn. 

The plan is the latest in a 
series of moves by Ford to 
try to attract a higher price 
for its own shares, which 
executives claim have failed 
to reflect fully the value of 
its different businesses. 

Ford sold an initial 19.3 
per cent stake in the Associ- 
ates in May last year in an 
attempt to put a value on 
that business, while its 
Hertz car rental business 
was spun off last year. 

The second biggest US car- 
maker said it planned to 


spin off the iest of its Associ- 
ates holding, worth some 
$l7J9bn, in a tax-free distri- 
bution to shareholders. The 
plan Is subject to approval 
from the tax authorities. 

Alex Trotman. chairman, 
said Ford believed the value 
or the Associates was “nei- 
ther fully nor consistently 
reflected in [its] stock price”. 
The business would be bet- 
ter able to use its own equity 
as a stand-alone company to 
grow faster, he added. 

Ford bought the Associ- 
ates. whose operations range 
from credit cards to financ- 
ing the purchase of heavy 
trucks, for $3.35bn in 1989. 

The planned spin-off came 
as no surprise to Wall Street, 
where Ford's initial sale of 
20 per cent of the company 
had been seen as setting the 
stage for its eventual retreat 
from the business. 


Toyota to raise 
output in Bra zil 


Toyota do Brasil, the local 
unit of Japan’s Toyota, will 
produce 200.000 cars a year 
for the domestic market 
beginning early in the 
next decade, a worldwide 
director of the motor group 
said, Reuters reports from 
Sfio Paulo. 

“This 200,000 cars may be 
ambitions, hot the Brazilian 
economy as well as the local 
car market is generally seen 
to be growing at a fast pace," 
Toyota director Koichiro 
Noguchi told reporters 
at a motor show in S&Q 
Paulo. 

Toyota is building its first 
car factory in the Brazilian, 
state of Sao Paulo, where 
it initially plana to produce 
its flagship Corolla saloon. 

The company announced 
yesterday that the inaugura- 
tion of the uew factory 


would be four months earlier 
than planned, because of 
growing demand in Brazil’s 
car market 

“The opening is now 
rescheduled for August 1998. 
This is due to a greater 
understanding inside Toyota 
of the Importance of the 
Brazilian market to Toyota's 
strategy," Mr Noguchi said. 

Another Toyota official 
said tbe company would ini- 
tially produce about 1,000 
Corollas a month and later 
expand output. 

In order to attain a produc- 
tion level of 200,000 cars 
a year, Toyota planned to 
introduce a newer, compact, 
model to the Brazilian 
market, Mr Noguchi added. 

Corollas produced in Bra- 
zil wQl also he exported to 
Argentina starting in 1999, 
he said. 


Wills 

claims 

brand 

victory 


By John WiBihan, 
Consumer Industries Editor 


W.D. & £LO. Wills, the 
Australian subsidiary of the 
UK's BAT group,, yesterday 
claimed victory In its court 
case against Philip Morris 
over file alleged copying by 
its US -competitor of the 
packaging of one of its 
brands. 

Wills launched the Fed- 
eral Court case in Sydney in 
May, alleging “misleading 
and deceptive conduct” by 
Philip Morris over plans to 
launch a Summit brand, 
which it said had been pack- 
aged to look like Its own 
Horizon brand. 

Horizon’s market share 
has risen rapidly since its 
launch in 1991. It now 
accounts for about 14 per 
cent of the A$6bu 
(U55A36bn) a year Austra- 
lian tobacco market 

Judge Daryl Davies ruled 
ftat Hi> Summit pmfapfag 
was likely to mislead and 
deceive because of the simi- 
larities. But he delayed bis 
full Judgment until both 
sides had been able to iden- 
tify information likely to be 
commercially confidential 
Wills’s f-iaim for damages 
will be dealt with at a later 
stage. 

The lawsuit was tbe latest 
in series of battles between 
Philip Mortis, Wills and 
Rothmans for market share 
in the co n tract in g Austra- 
lian cigarette sector. A price 
war In 1995 is estimated to 
have cost the big companies 
several hundred million 
dollars. 

Philip Morris was gener- 
ally regarded as the winner 
in terms of market share, 
but at considerable cost to 
its profits. It is the largest 
in the Australian ma rket, 
but Rothmans and Wills are 
dose behind. 


AMERICAS NEWS DIGEST 


Stock mutual 
fund inflows jump 


Estimated net inflows to US stock mutual fluids were ^ 
$2L5bn in September, up from August inflows o f $UL9fa n, 
a mutual fluid Industry trade group said- The Investment 
Company, institute also said file estimated flow to all. 
longterm stock and bond and income mutual funds was 
$2S5bn last month, compared with actual flows erf $2L2hn 
in August 

Band and income funds bad an estimated inflow of . 

S-LObn, compared with an inflow of $7Rbn in August The 
estimate of slowing flows to bond, and income funds in 
September is the result of one-time conversions of bank 
and trust assets to mutual funds in August Excluding the 
conversions, the estimated flow in September was about 
the same as August, the id said. 

The monthly estimates are derived from unpublished 
weekly estimates based cm a survey of long-term funds 
that account for about 97 per cent of long term mutual 
fund assets) the 1CI said. Reuters, Washington 



FORESTRY 


Domtar in Cascades joint venture 


Domtar, the Canadian forest products company, plans to 
merge its packaging division with Cascades ’"contamer- 


board operations to create a joint venture with assets of 
C|930m (US$677.4m). The merger, which is subject to reg- 
ulatory and financing approvals, would create the largest 
Canadian producer of linerboard, corrugated medium arid 
corrugated containers, and represents the latest move 
toward consolidation in the highly fragmented forest . 
products industry. 

The new company, yet to be named, would have pro 
forma sales for 1996 of 05861m, a total capacity of 1.2m 
tonnes of coniainerboard and corrugated container ship- 
ments of approximately 814m sqm. It will be North Amer- 
ica's tenth-I&rgest oontainerboard producer. 

Domtar will contribute assets worth.C$580m in 
exchange for a 50 per cent share of the joint venture and 
c $3Q Qm in c aflh. Cascades, which specialises In packaging 
products, tissue papers and fine papers, will contribute 
assets valued at C$350m for its SO per cent stake, and : 
receive CJ7Qm in cash. The joint venture win assume 
bank debt and issue bonds to finance ongoing operations 
and the cash portion of the transaction. 

Scott Monism, Vancouver 


DEFENCE 


Raytheon to consolidate units 


Raytheon, the US defence technology group that makes 
Patriot missiles, is to consolidate its diverse defence 
operations following two big mergers this year. The group 
is considering paring four drience headquarters to a sin- 
gle office and is looking at various locations, including 
sites in Massachusetts and tn the Washington DC area, it 
said. The defence headquarters, separate from Raytheon’s 
corporate headquarters to Lexington, Massachusetts, 
would employ about 100 people, it said. 

Raytheon recently received federal approval for its take- 
over of the defence business of Hughes Electronics and 
this year completed its takeover of Texas Instruments’ 
defence unit Following the mergers, Raytheon will be the 
third-Iargest US defence contractor, with animal defence 
revenues of ap pr oxim ately $l3hn. Reuters, Boston 


RETAIL BANKING 


NCR to install ATMs for Kmart 


NCR is to install more than 1490 automated teller .■ ■ : 
machines in Kmart stores across the US. Terms of the 
deal were not disclosed, and NCR was not immediately " 
available for comment NCR and Kmart will also work 
with several banks to provide hanking services through- 
out Kmarfs retail network. NCR said it would install its 
ATMs in the highest-volmne Kmart stores in every state 
in the continental US. NCR will also provide services that 
indude site audit wiring and daily support services. 

Reuters, Dayton, Ohio 



Abridged interim results and 
dividend announcement 


for the six months ended 30 September 1997 (unaudited) 


INCOME STATEMENT 



: r 


Six months 

Six months 

• Year 


ended 

ended 

ended 

(R million} 

30.9.97 

30.9.96 

31.3.97- 

Investment income 

157 

190 . 

378 

Interest earned 

14 

19 

41 


21 

47 

183; 


192 

256 

602 

Administration expenses 

(4) 

(4) 

(8) 

Cost of prospecting 

(25) 

(17} 

(41) 

Grants - educational and welfare 

(4) 

( 2 y 

(3) 

Net Income before taxation 

159 

233 

.550- 

Taxation 

(2) 

< 4 > 

C7J- 

Total net eamingps 

157 

229 

543 

Earnings per share - cents 



: • 

Headline earnings* 

565 

.753 

1,491 

Total net earnings 

652 . 

\?4S: 

2,250 

Dividends - cents 




interim 

565 

730 

730 

Final 

- 

.. 

. . 755 > 


* Excludes surplus on realisation of investments. 


DIVIDEND: 

Dividend No. 99 (coupon no. 101) of 565 cents per share has been declared 
payable on Friday, 5 December 1 997 to shareholders registered at the close of 
busings on Friday. 31 October 1997. The register of members will be closed 
from Saturday, 1 November 1997 to Saturday, 8 November 1997. The 
full conditions relating to the dividend may be inspected at the Head Office W 
London ' “ 


Johannesburg.; 
9 October 1997 


Head Office 
44 Main Street 
Johannesburg 2001 


lemtdanOffke. 
19 Charterhouse Street 
London ECJ JV 6QP. ' 


I: 


i 


f&N eh 


1 

I 


i-y "O 

Vi vs. 


• H s < - *■* i i 

■ • V v . 


.ll fwllii) 

.'.ease- 
Charade r 


■(JE 


ii ■::: h 


2vi-- v- » - _ • • _ K 

“=*? J'lr. ■. i'iy- 


*& 

fex; 7- .. -- . 


"fti 

*k-5s 




fc** - . 

J -- 5 

S*&K* - . 

* * = 
- 

» : 
"Cbte-... 
Ur, -s-V - 

•fee* 

^ |r 4 S>- 


•:Ol * 


; i 
Vr. *r 


"/-■■a 


4 


J i _ 


f 

.4,.. 


- .-Fv-- 


^ - dd 

aSvsv.'r"'- 

•ft. *— ■ .. ,i._ 

a*.:,. V" 

■*r ' 


s Wj. 


“3, 51-r 

tv. 5*Vrr f.v .... 

hi.! 


u; 


a -«« w t 


. G0V5ER 



! rss?..- 

5 d- e 


i tss-vv-cs T ; 










1 









23 







Mutual 

Paws ii 




JlDlf 


&sS*Ss9' 

ii*»«,_T <l,< ^ 

*SS'nrSi&< 

ts*. <z?% 


. 1‘-* ^v, ", 

’- s>,. r=i 


at#*- fci v- 


©s ini 


m*& £**■ — 

Hgjfcpaaa*-^. 

8* wti s -. - 

P&.'yssr *-•- 


jornt v 


ve %ti 


PO* V- 7- i. ; . • -;• - ;-•; \ 

t — ' ■ ■• ■—•? ‘h’. * 

■ • • _ : "S--: - 


ii& 7.5 v- 


pWtfeei> r U-T. -..: '.~ 

v*.- - •■ 

aftffcv . v - ; 

; Jwr .•> ••: v _ 4 - 

4 . • 

- - .’ 
?»Wfc;r::'.. -.' 

>;*** rr.. . 

.- . •_:.- 
-•-> — / ., 


to consolidate units 


iarJa; •-. ’ ••••-.■ 

*3* • '-• ■ • . - 
£&#’• !-'• 
x- -_-. 
p&t» ‘«. . 

.•••. • 

%{\: *-■ -■ --. ' 
a* "••-•••■:• •• ■: 
SWTj •:-•■ •• 

ifKe^S - 

Tii-^i-r > ■; ' 


*4itH \ i N i >* fur Kr 


3?. r, •■ • '. . 

«A>-r-"fv -- • " 

***'• * . • • 
>£■ '3- '■' '■ ' ' : 

*••’' > ■'■■ 
C-wir-' •• ■’ ’•■ 




| an ^ 

|yitlCl!nK^ 




^ r'* 

■ i*. »- 


W 


- t . .• 

^ ’ ••■- *' 


CP ! 
.r ' 
v«~\, >;• i 
• '"•* i 


^J^^ANQAL TIMES ■ FRIDAY OCTOBER 10 1997 * 

— _ 1 COMPANIES AND FINANCE: UK 

UK packaging group’s shares jump 40% — j^T 

Caraustar may bid ujc i 

£167m for Britton 

At fir«i sKnlid 


LEX COMMENT 

UK pensions 


By Virginia Marsh 

Caraustar Industries of the 
US is considering a ft**h 
offer of about £i67m 
iSmSm) for . Britton Group. 

a UK- based pac kag in g and 
plastics concern whose wain 
subsidiary is in North Amer- 
ica. 

Caraustar, a medium-sized 
Atlanta-based group which 
makes recycled paperboard 
and converted paperboard 

products, said yesterday it 
might make a bid of about 

I20p a share for Britton. 

Shares in Britton — which 
had lagged the poorly per- 
forming UK paper and pack- 
aging sector by about a third 
over the past year - rose 
nearly 40 per cent to 117V4p, 
up 32' Ap, on the news. 

The announcement coin- 
cided with news of a merger 
between two Canadian pulp 
and paper operations and 
underlines the trend towards 
an international consolida- 
tion of the industry. 

In Canada, Domtar. the 
forest products company, 
will merge its packaging 
division with the container- 
board operations of Cascades 
to create a joint venture 


with assets of CJ9S0m 
($6733m). 

Mr Tom Brown, Caraustar 
chief executive, said UPC, 
Britton's US cartons busi- 
ness, would find it Increas- 
ingly difficult to remain as a 
nan-integrated player in a 
rapidly consolidating and 
competitive market 

“We see UPC as somewhat 
exposed. They need to get 
involved with a board 
maker," he said. “Integration 
levels are strong and there 
will be fewer and fewer inde- 
pendent [paperboard produc- 
ers] to supply carton plants.” 

Caraustar’s approach, 
however, was immediately 
rebuffed by Britton’s man- 
agement. Robin Williams, 
chief executive, described 
the move as “purely opportu- 
nistic” and said the 120p 
price was “absurdly low”. 

“Given the reaction so far , 
there should be no problem 
in seeing off any offer at this 
price." 

However, observers said 
there was likely to be sup- 
port for an offer at 130p-l40p. 
because of disillusionment 
with the once highly-rated 
group and management 
team. 


The shares dipped to 49p 
earlier this year, down from 
a peak of more than iaop in 
1994, after a profits warning 
to June. While UPC is con- 
sidered a solid business, 
delays in filling capacity at 
its new plant, were partly 
responsible for the difficul- 
ties. 

UPC contributed £140. lm 
to group turnover of £205.6m 
last year and is believed to 
account for a similar share 
of profits. Group pre-tax 
profits were £ 21 . 6m. 

Analysts believe that, if 
successful, Caraustar would 
sell off Britton's UK plastics 
operations which include 
films and security p»*-irag in p- 
businesses. 

The Canadian merger, 
which is subject to regula- 
tory and financing approv- 
als, would create the largest 
Canadian producer of liner- 
board, corrugated medium 
and corrugated containers. 
The new company, which 
has not yet been named, 
would have pro forma sales 
for 1996 of C$861m, a total 
capacity of 12m tonnes of 
containerboard and corru- 
gated container shipments of 
about 814m sq m. 


At first sight, abolishing 
higher-rate tax relief on "■» pensions 
pension contributions cost of tax refief lor 
looks an enticing wheeze occupational sctwmes(£bn) 
for the government Why izn — 
on earth, it could reason- 
ably ask, do higher-rate 11S 
taxpayers need a greater 
incentive to save than any- 
one else? The relief costs 
well over £lbn <JI.62bn). 

And abolishing it would W£ 
target the well-off without 
breaking tbe letter of ioc 
Labour's commitment not 
to raise income tax rates. L 
The reality, needless to w « « »* « 
say. is not so simple. Pen- sow* wLitoLu. '* i 

sion contributions may 

attract relief but pensions themselves are taxed. So if 
higher-rate relief were abolished, anyone who thinks they . 
might be a higher-rate taxpayer in retirement could actu- 
ally be better off avoiding pensions altogether - just 
hanging on to the money could attract less tax. 

Loopy - but so what? The government might not much 
care. A bigger snag, however, would be the scope for 
avoidance. It is all very' well trying to tax employees' 
pension contributions. Tor instance, but what is to stop 
employers, in effect, making contributions for them? Not 
only are employers' contributions not taxed; in most 
schemes they are not individual-specific. So trying to 
prevent such arrangements would be tricky. 

None of this means cutting the subsidy to higher-rate 
taxpayers is beyond the wit of man, nor that it would 
necessarily be wrong to do so. It does, however, mean this 
is a minefield not be rushed into - especially not with 
naive expectations of the revenue potential once the tax 
wizards get to work. 


T&N chairman in talks with investors 


By Andrew 
Edgediffe-Johnson 

Sir Colin Hope, chairman of 
T&N. the UK automotive 
engineer, met key sharehold- 
ers yesterday to discuss the 
possibility of recommending 
a takeover from Federal- 
Mogul the US vehicle parts 
maker which has made a 
$22bn indicative approach. 


Spice 
Girls dolls 
deal really 


Separately, he is believed 
to have spoken to South- 
wood J MorcotL chief execu- 
tive officer of Dana Corpora- 
tion, the US group tipped as 
a potential rival to Federal 
Mogul for T&N’s hand. Dana 
confirmed that Mr Morcott 
was in London yesterday, 
but said tbe visit was “rou- 
tine”. T&N refused to com- 
ment. 


Sir Colin is believed to be 
trying to establish at what 
price institutional investors 
would be prepared to accept 
a recommended offer. 

After Federal-Mogul’s 235p 
per share Initial approach, 
some of T&N’s largest share- 
holders said that they would 
not accept a price below 
27Qp. 

They are still thought to 


be holding out for between 
270p and 300p, but Federal- 
Mogul is expected to come 
back with a proposed offer of 
between 260p and 270p, 
worth about £1.4bn. Its 
chairman, Dick Snell, 
returned to the US last 
week, and is believed to be 
continuing due diligence 
work on T&N. Federal-Mogul 
would not comment 


The two companies are not 
expected to settle the terms 
Tor a formal offer until next 
week at the earliest 
One reason for the delay is 
believed to be that T&N is 
still assessing the possibility 
of finding another bidder. 

T&N’s fate will be decided 
by four institutional share- 
holders. who together hold 
more than SO per cent 


The BZW numbers game 

George Graham says working out its value is proving hard 


r . . -v .; t 

Character 

By David- Blackwell 

Girl Power yesterday drove 
shares sharply higher in The 
Character Group, the toy 
distribution company for- 
merly known as Toy Options 
Group. 

The shares - floated. at 
65p In 1995 when Biker Mice 
From Mars were all the rage 
- shot up 21p to I47%p as 
investors reckoned that the 
toy most pop fans will really 
really want this Christmas 
is a 12-inch high Spice Girls 
doll 

Gaioob Toys, the third 
biggest US toy company, 
which has the world manu- 
facturing rights, has 
awarded the Tbe Character 
Group exclusive rights to 
distribute the dolls in the 
UK and Ireland. 

But the group expects to 
have only about 150,000 of 
the doDs into stores such as 
Woolworth, Toys R Us and 
Asda by mid-December. 
That Is jnst 30,000 models of 
each Spice - Posh, Scary. 
Sporty, Baby and Ginger - 
for fans to fight over ahead 
of Christmas. 

Inst year. The Character 
Group had a sudden hrt on 
its . hands with Buzz Ligh- 
tyear, the hero of the Disney 
film Toy Story- 

Richard King, chairman, 
said that the group expected 
demand fear the Spice Girls 
to outstrip initial demand 
just like Buzz - “but we will 

do oar best to keep up." 

Kiran Shah, finance direc- 
tor, said the dolls were 
being made in south-east i 
Asia, and the initial tranche 
before Christmas "would , 
probably be it." But he j 
expected to see Wg demand 
continuing after Christmas. 

Peel Hunt the group's 
brokets, is forecasting prof- 
its to the end of August this 
year of £4. 7m. rising to £6m 
next year. 


A s the first dust set- 
tles after Barclays' , 
shock- deeteiofr -lasT 
'week 'to- sell the equities and' 
advisory arms of its BZW 
investment banking arm. 
investors and analysts are 
stm struggling for clues as 
to what the business might 
be worth. 

Only the sketchiest of 
details • have yet been 
released, so any valuation is 
still pure guesswork. Work- 
ing out what impact the sale 
of BZW might have on Bar- 
clays’ own finances is even 
more difficult. 

BZW as a whole reported - 
an operating profit of £204m 
($330.5m) last year after a 
fairly second hay , in 

the first half of this year it 
repented an operating profit 
of £l24m on revenues of 
i £692m, made np roughly 
equally between fees, deal- 
ing profits and interest 
Just about tbe only num- 
ber analysts have to go on is 
that the three divisions to be 
put up for sale - equities 
. trading, equities capital mar- 
kets. and mergers and acqui- 
sitions advisory — accounted 
for £200m of the £692m of 
revenues. 

Although Barclays said 
the three businesses for sale 
were profitable, there is no 
information on how much of 
BZW*s capital and costs are 
allocated to these units. 

Goldman Sachs, the 
investment bask hired by 


RESULTS 


Barclays to handle the sale, 
is expected to take two to 

,threfc-week&. to, pradace a . 

memorandum of information 
with more detail. 

One way of guessing at the 
profitability of. Newco is to 


£350m and £450m, though 
some of the recent invest- 
. ment banking acquisitions 
in the US have involved 
much higher multiples. 

HSBC James Capel has 
used a figure of £400m for its 


Commerzbank rules out deal 

Commerzbank of Germany yesterday moved swiftly to rule 
itself -out of J a possible purchase of parts of BZW, writes 
Graham Bowley in Frankfurt 

In a sharp U-turn after earlier indicating a potential 
interest, the bank said it was not interested in buying any 
parts of BZW. 

Commerzbank has been at the centre of speculation as a 
potential suitor after Barclays last week announced the 
decision to sell tbe equities and corporate advisory parts of 
BZW. It has open ambitions to build op its global equities 
business. 

The bank is seen by same to be lagging behind big 
German rivals Deutsche Bank and Dresdner Bank which 
have expanded by buying UK investment banks. Commerz- 
bank is also raising some DM1.5bn (£520m) through a 
rights issue to help finance its expansion in investment 
hanking , which had fuelled speculation about a purchase. 


look at BZWs cost:income 
ratio, which has averaged 
just below 80 per cent for the 
last three years. Equities 
and corporate finance are 
less * capital-intensive busi- 
nesses, than the debt and 
treasury side, so their ratio 
is likely to be higher. 

A ratio of 85 per cent 
would imply pre-tax profits 
of about £60m, while at 90 
per cent profits might be 
about £5Gm. At 10-12 times 
post-tax earnings, that could 
suggest a price between 


calculations, while ABN- 
Amro Hoare Govett assumes 
£700m. Merrill Lynch takes a 
bracket of £400m-£500m. 
UBS, meanwhile, is more 
cautious about the proceeds, 
and warns of the risk that 
Barclays may end up unable 
to sell all or part of Newco. 
That could then involve it in 
substantia] restructuring 
costs. 

One of the reasons for sell- 
ing tbe BZW equity busi- 
nesses, according to Martin 
Taylor, Barclays’ chief exec- 


utive, was that if he hired 
star performers from leading 
investment banks they did 
not generate enough revenue 
at BZW to justify their 
inflated salaries. 

Conversely, inserting BZW 
traders and corporate finan- 
ciers into a more powerful 
global firm could be value- 
enhancing. 

That logic might work for 
a large US investment bank 
with weaknesses in UK equi- 
ties, such as JP Morgan, 
Morgan Stanley or even the 
combined Travelers/Saloman 
Brothers. They could be 
interested in BZW*s business 
as one of London’s dominant 
equity traders, with a sub- 
stantia] order flow from its , 
retail execution system. 

The same logic would . 
apply to Credit Suisse First j 
Boston, currently thought to I 
be one of the most likely ; 
buyers. Although Swiss- 
owned. CSFB is an impor- 
tant US investment hank in 
its own right. 

The final uncertainty 
involves BZW’s staff. Since 
the sale Is now being con- 
ducted in tbe public spot- 
light. key staff have a de 
facto veto over any deal. 

The risk for Barclays is 
that if a sale is not agreed 
quickly, many may leave in 
any case. The bank could 
then find that it is more dif- 
ficult to get out of invest- 
ment banking than it was to 
get into in tbe first place. 
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: THE GOVERNMENT HOUSING 

■ BANK OF THAILAND 

■ U.S. Dollar 200,000,000 

■ Guaranteed Floating Rale Notes due 2001 

J -WKN134228- 

■ [n accordance wrt8i the Con®**® 

■ rmmn that far the Interest period October ft 1 997 to April 5, 

2 iS be US$29.41 , per USJ50.000 Note US$1 .47056 and per 
S US$100,000 Note US$2,940.52. 

■ The Interest Payment Date wW be Apri ft 1998. 

■ _ . ... Deutsche Bank 

Z In October 1997 • , 
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National Power in 
£100m Czech move 


By Aricady Ostrovsky 

National Power, the UK 
electricity generator, moved 
into eastern Europe yester- 
day with the £100m ($162m) 
purchase of a 48 per cent 
| s take in a Czech power com- 
pany. The deal makes 
National Power the largest 
l shareholder in Elektarny 
Opatovice, a listed Prague 
company established in 1992. 

National Power said the 
acquisition gave it a strate- 


gic presence in tbe growing 
eastern European market 
and pot it in a good position 
in the Czech Republic, where 
the electricity industry is 
expected to be privatised in 
the next two years. 

The company said profits 
from international projects, 
which indude Spain, Portu- 
gal, US and Australia, woe 
£74m last year. It planned to 
continue investing £300m- 
S600m a year abroad over 
the next few years. 


Valeo 


VALEO : SALES UP BY + 15.6 % 

IN THE FIRST NINE MONTHS OF 1997 


V aleo's sales rose 15.6 % to FF 24.9 billion at end September 1997 against 
FF21.5 billion for the same period in 1996. The Group further accelerated 
its growth in the third quarter. 1 

70' c of overall sales were achieved internationally. Since the beginning of the 
year sales have increased by 3% in Prance and 19° o outside France. 

Sates are forecast to exceed FF 33 billion in 1997 against FF 28.9 billion 
ir. 1596 

Results for the year 1997 should progress as compared with 1996 despite the 
temporary increase in French corporate tax which should impact the Group's tax 
burden by around FF 30 million in 1997. 

Valeo is pursuing its growth strategy by investing heavily m developing and 
emerging countries which offer an economic, social and tax environment 
favorable to business. 

The Group is concurrently rationalizing its industrial base in France and 
Germany to reduce costs and satisfy the expectations of its customers against a 
background of fierce competition between vehicle manufacturers. Valeo will 
decide its investment and employment policy m these two countries depending 
on future economic and social developments. 




Some of the finest hi-tech 
investment opportunities 
in the world. 

Bring your chequebook. 


After seeing the hi-tech companies at the Connect Investment Conference 
on 6/7 November, you may well want to invest in them. You see, 21 of 
Scotland's finest hi-tech investment opportunities will be presenting at the 
Edinburgh International Conference Centre. From bio-tech to electronics, 
they're all hand picked for their innovation and ambition. And seeking 
investment of £100k for early stage to over £5m for development finance. 

As well as meeting them, you can hear guest speakers Anthony Perkins, 
chief executive of Red Herring magazine and Robert Whelan of Volpe 
Brown Whelan: To invest in a place at the conference contact Connect 
Telephone: +44 (0) 131 650 9067, Fax +44 (0) 131 650 9071, 

Email: connect@ed.ac.uk WWW: http://www.ems.ed.acuk/connert 

Connect investment conference 


The fust Connect I m t st mcn t Co rja wn u it one oj time pofpflet bmb at the T tcha o l uiff Mentuna Canpta. hat'v'/mm'.tar.org.ui 



BANCO 

NAPOLI 


Pobfie LiaJvtf Company - Bases di Napofi Baaldag Group 
oaice in Kapha 

Member rf ifee fancrftnk DcpMlt Prsmtioo Fnnd 
Stun Capital U» 2AI UO5WO0# 

Krpstrral al ifcr Coon of Juries m Naples, u. 4UW9I 
R tga iiHl ai 1W riniher «f Commerce in Nip l w . no. <8T7Mh 
Banks feritatrm. SK5 
Taa and VAT Cnfe 0638588005 

NOTICE OF EXTRAORDINARY GENERAL MEETING 

Notice is hereby given that die exnaontinaxy General Meeting of die Company shall be held n the Company's 
registered office ji Via Toledo 177. in Naples. Italy, on 30th October, 1997, at 10 IX) or, if the quorum is not 
reacted, shall be adjourned on 3 1 St October, 1997. same time and place, for the ptopose of discussing sad voting 
on tbe following agenda: 

1 ) Review and approval of tbe Ralanrr Sheet as nl 30th June. 1997; 

2) Coverage of tbe loss by drawing from reserves and decreasing the ordinary share capital; 

Reverse splitup procedure of the ordinary shares lo restore a nominal value of Lit 1.00O. following the above 
devaluation; 

capital increase of Lh. 904JlftS48,000 to be accomplished via the underwriting of ordinary shares, each 
having a lace value of Lh 1.000 with dividend beginning to accrue as from 1st January 1998. Option rights 
shall be offered to ordinary and savings shareholders. Underwriting in full shall be completed by 3 1st 
December. 1997: 

3) Amendment of article 5 of the by-laws as a result of the (uD underwriting of die capital increase; 

The right to attend and vote at the General Meeting is regulated by the Articles of Association and by tbe 
legislation currently m force. 

The right to attend and vote is reserved to (hose shareholders bolding ordinary shares of tbe Company who, at 
least five days before the date set for the Meeting, have deposited their shares with Banco di Napoli SpA'i 
branches or «itfa one of the following designated banks: 

Barca Commercials Italians • Barca di Roma - Banco NazionaJe del Lavoro - Banco di Sardegna - Banco di 
Sicilia - Credito kaliano - Ismuto Barcario San Paolo di Torino - Marne dd Ptuchi di Siena - Monte Tiioli SpA 
(for the shares nadmUMen). 

The relevant documents non will be made available to the shareholders at die Company’s registered office, 
pursuant ro the provisions of law. 

By order of the Board of Directors 
TTie Chairman Giuseppe Falcone . 


C^JyVUIede Montreal 
Cao$ 200,000,000 

Homing Kate Notes, 

Due January 10. 2000 
NOTICE IS HEREBY GIVEN that 
for the Interest Period 10th 
October 1W to I2tb January 
1998, ibe interest rate will bt 
per annum. 

The Interest payable on 1 2th 
January. 1998 against Coupon No. 
12 win be Can *9. 96 per 
Cans 1.000 Note. Can$99.99 per 
CaoSIOjDDD Ndc, and Gu*99$J8 
per Can* 100.00) Note 

flfi Bank of Montreal London 
aC*Uogi«n lonOcuier 1 *T 


THE REPUBLIC OF 
MAURITIUS 

(ISSI5A0M4M 
wwmg—BN— dma» 




St. George Bank Limited 

(sncfTporaud m New South Waits} 

AjCJL 066513070 

U.S. $250,000,000 

Floating Sate Notes due 2000 J 

Notice is hereby given that ice the Interest Period 9* October, 1 
1997 to 9th January, 1998 (he Notec will cany a Rate of Interest of 
6.01875% per annum. The Interest Amounts payable will be U.S. 
5153-81 per U.S. ilOjXU Note and U.S $1^36.13 per U.S I 
$im j300Note.Thehgtrea: Payment Date wffl be 9Ajamiary, 1998. 

Bankers Trust 

Company, London Agent Bank j 


ANNOUNCEMENT 

In view of the Third Auction for die sale of ihe assets of “UNICOT 
HELLAS INDUSTRIE COTONNIERE SA” for which leaders 
must be submitted by Monday. October 20th 1997 (as already 
announced in the same newspaper on 23rd and 26lh September 
1997) ETHNIKI KEPHALEOU SA ADMINISTRATION OF 
ASSETS AND LIABILITIES as Liquidator according to Derision 
No. 10539/1996 of the Athens Court of Appeal, announces that (he 
codon ginnin g mill and the spinning mill of ihe Company at Agios 
loanois, Livsdia, were surrendered by the lessee on 2nd October 
1997 and they are thereby free from any unlawful use. 
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T he last time I met 
William Bridges be 
had just written a 
book called JobsMft 
which said the job as we 
know it was going to disap- 
pear. His book appeared 
nearly three years ago, 
shortly after Charles Handy 
had written about the 
growth of “portfolio careers" 
in The Empty Raincoat 
Not long after Mr Bridges 
visited the UK to promote 
his book, the Royal Society 
of the Arts launched its 
Redefining Work project to 
look at the policy implica- 
tions of such changes. 

Mr Bridges was back in 
the UK last week, lecturing 
to the RSA about his new 
book. Creating You & Co, 
which expands on advice he 
gave previously, explaining 
how people can assess their 
own capabilities and use 
them to seek contract 
work*. 

Mr Bridges is a little older, 
approaching his mid-60s, but 
his job does not seem to 
have changed much. He Is 
saying the same things 
today that he was saying 
some years back, only with 
greater conviction. Last 
week he was preaching to 
the converted. Few, if any, 
in the RSA audience, ques- 


Predictions of greater self-employment are wide of the mark, says Richard Donkin 


The comfort of permanence 


tidied the thrust of his argu- 
ment. This is a pity. While 
Mr Bridges and Mr Handy 
are compelling and enter- 
taining speakers - their 
visions of self- 
employed itinerant workers 
have mater ialis ed in the 
expanding information tech- 
nology sector - their conclu- 
sions are rarely subjected to 
rigorous examination. 

hi one of the few contem- 
porary statistical studies, 
David ShonSeld at Incomes 
Data Services found little 
change in the age and length 
of job tenure of the average 
executive between 1973 and 
1990. He concluded that pre- 
dictions of a future of casual- 
ized insecure employment 
were “ demonstrably wrong". 

Mr Bridges rejects such 
findings. “Academics are the 
least willing people to accept 
what rm saying,” he says. 
Labour market statistics, 
like any others, are prone to 

diffe rin g Intprpro tatlrmg and 

it may well be that the big- 
gest changes have occurred 


In the last two or three years 
not covered by such studies. 

But even he must accept 
that at least one of his pre- 
dictions has so far proved 
wide of the mark. A chapter 
in Jabsktft entitled “The end 
of management" concurred 
with Michael Hammer, the 
man who taught businesses 
how to re-engineer them- 
selves, that “middle manage- 
ment, as we currently know 
it, win simply disappear”. 

A 199S study by the Insti- 
tute of Employment 
Research at the University 
of Warwick, however, 
showed that instead of 
declining, in the UK at least, 
the number of management 
jobs was increasing, it found 
that lm jobs had been cre- 
ated in corporate manage- 
ment and administration 
between 1981 and 1991 and 
projected a further 630,000 
managerial posts by 2001. Mr 
Bridges now accepts that 
managers have proved resil- 
ient to downsizing. 

So what about his broader 


argument? How does it fit 
with figures published last 
week by the UK-based Feder- . 
ation of Recruitment and 
Employment Services? While 
the federation found a 16 per 
cent rise in temporary jobs 
year-on-year, it reported a 40 
per cent increase in turnover 
of recruitment business for 
permanent jobs. 

The federation says; "This 
growth continues the trend 
set. in 1994, since when per- 
manent recruitment sales 
have more than doubled. 
This goes against predictions 
made by employment com- 
mentators that employers 
would be cutting back on 
permanent staff, favouring 
workers on flexible or 
short-term, contracts." 

These findings suggest 
that Mr Bridges' portrait of 
changing employment pat- 
terns needs to be more 
closely scrutinised if projects 
such as Redefining Work are 
to have any influence on the 
government It is important 
to know whether the trend 


can be considered a revolu- 
tion, whether it is a slower 
evolutionary process or, 
indeed, if it exists at alL 

One potentially influential 
group that has been 
attracted to Mr Bridges’ 
work is the Chatham House 
Forum, a London-based 
think-tank of UK govern- 
ment «nri business 

executives who meet regu- 
larly to look at long-term 
scenarios for the industria- 
lised world. 

In its 1996 report it con- 
curred with many of Mr 
Bridges’ ideas, suggesting 
that “the competent citizen 
will need to be prepared to 
manage his or her life in 
much the same way as a 
manager of a small firm 
would handle an enter- 
prise"**. 

But it went on to say: 
“Less than a fifth of society 
are in feet self-employed 
and exposed to this environ- 
ment, but many people feel 
that they may be and are 
casting about for comfort 


with this. Few find it.” 

This suggests that even if 
people are in work they have 
come to believe that their 
jobs will not last But what 
are they to do? Are they to 
jump ship, leaving behind 
their final salary pensions, 
wondering how they will 
meet their next mortgage 
payment? Few who are not 
forced out of permanent 
employment are willing to 
take such risks. Does this 
mean they are in same way 
inadequate? They are told by 
Mr Bridges how to discover 
and apply their skills, how 
to sell themselves. But such 
approaches are repugnant to. 
many able people. 

The world of You & Co 
favours the bold and the 
ambitious. There may be, as 
he points out, a growth in 
agents representing certain 
types of employees. This has 
happened, for example, 
among software producers. 
There has also been a 
growth of agencies, particu- 
larly those servicing the 


temporary market But until 
there is .some concurrence 
between the futurologists 
and the concrete evidence of 
the Tnflrfc-gt there is a danger 
that the wrong messages 
could be. communicated to 
those who are entering 
employment 


Japanese speakers 


The big investment banks 
are scouring the world far 
Japanese-speaking young 
professionals and graduates 
as they gear themselves up 
for deregulation of the Japa- 
nese banking sector, accord- 
ing to DICR Europe, organ- 
iser of two forthcoming 
careers forums in Boston 
(October 24-26) and Berlin 
(November 14-16). !• 

“Right now itfs a bit of a 
gold rush," says. Jelena 
Radonjic, one of the event 
organisers. ’'With the open- 
ing up of a market that baa a 
third of the world's savings, 
hanks are rushing to recruit 
a whole generation of roulti- 


lingual graduates and young 
professionals." 

The forumis are looking for 
people with a. good .degree - 
and, ideally, some, experi- 
ence and a second language . 
While Japanese, speakers are 
at the top of most shopping 
lists. DICR says the fehnas 
are . also interested m other 
well qualified . candidates. 
Those considered the most 
promising get a travel grant 
The forum is something of a 
cherry-picking exercise, so 
potential candidates would 
be advised to check with the 
organisers that they are suit- 
ably qualified. 

A full list of employer par- 
ticipants and registration 
details, are available on DICR 
Europe's web ‘.at 
www.dicr.demorz.co.uk nr by 
telephone (44)171 493 1533. 


•Creating You & Co, 'Be -The. 
Boss of Ybur Own Career by 
William Bridges, Nicholas 
Brealey Pubtishtng, £12.99. h 
is atmlablefrom FT Book- 
shop by ringing- +44 18t 324 
■5511. 

♦♦Unsettled Times is pub- 
lished by The Chatham 
House Forum,£50.tel (44) 171 ' 
9575700. ... ■ 
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BANKING FINANCE & GENERAL APPOINTMENTS 


CREDIT 


FIRST 

BOSTON 


BUSINESS UNIT CONTROLLERS 


SINGAPORE 


HONG KONG 


TOKYO 


Credit Suisse first Boston Is a leading global corporate and investment hanging firm, 
providing comprehensive finan cial advisory, capital raising, sales and trading and Bnani-hi 
products for users and suppliers of capital around the world. With over 10,000 employees ft 
operates in 50 offices across more than 30 countries and 6 continents. 


Due to CQnrinned gro w t h the need has arisen in reemit hl g hfallW Kimu > pwA^a nmlj 
for the Asia Pacific region to support an trading activities in fixed Income Emerging MiAm 
and Equities, involving the monitoring, risk evaluation and control o£ these arras. 


Suitable candidates' will be qualified accountants with high levels Of 
motivation and who enjoy fast moving, challenging work environments. You 
will either have ax least two yean post qualified experience in a de ri vat iv es 
support function or you may be a highly numerate newly qualified accountant 
with a desire to main- your first step into international Investment hanktng , 
Wharever your lend, you should have the abtfiiy to communicate effectively 
with senior trading management. 


Interested applicants should contact Catherine di Mambro on . 0171 379 5533 ] 
(fox: 0171 915 6714) or write to her. efeclosing-a Curriculum Vitae stating current 


remuneration to Robert Walters Associates. 10 B ed fo r d . Street, London WCBB- 9HB or 


James Gun dry at Robert Walters Associates, 21st Floor, Jar dine House, 


One Connaught Place, Central. Hong Kong. Tek +852 2525 7806. Fie +8522525 7762. 


E-mail: catfaeelae-dLinanibroWrobertwaliexs^Gom' 


E-mail: James giindryMrobcrt'walters.oom 


ROBERT WALTERS ASSOCIATES 


http;//www.robeitwah)ersx3om 
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GROUP REPORTING MANAGER 


LONDON 


OPPORTUNITIES FOR A NEWLY OR RECENTLY QUALIFIED ACCOUNTANT 


£ COMPETITIVE 


Coutts Group Is one of the world’s leading private hanking organisations. It is highly 
relationship-driven, prodding clients with flexible and professional strategies for managing 
their wealth internationally. 

The Group's activities are in the areas of wealth management, trust and fiduciary 
services, and banking services. In these areas it offers str a tegies aimed at meeting its 
dienes’ financial needs. 

As a result of Its rapid growth, the Group now wishes to strengthen its professional 
finance resources through the appointment of a Group Reporting Manager. 

Reporting to the financial Controller the role wifi be responsible for. 

• Preparation of global pe rforman c e data and stat u tory reporting returns 


• Reports to senior Group man ag em ent an underlying business dri v er s 

9 Analysis nf change* in prtvliiete, t na rfars, and accounting wrtmiqnra 

• Pro fess i on al support and advice for finance fiincttons overseas 

• Project work on behalf of the Group Chief Finance Officer 

• Evaluation of strategic business decisions 

The finance function has adopted a multi-disctpUnary team structure to enable it to 
respond flexibly to rapidly-changing Industry requirements. A high value Is placed on 
individuals whose behaviour helps to set standards of commitment and professionalism 
throughout the company. 

The successful applicant is likely to be a proEessJooallyqualifled accountant with 


exposure to cbe financial services industry and group accounting issucs. 

The position provides an excellent entry point into the inwmtiflMi -wealth 
management Industry and a range of o pp ortu niti es to develop a rewarding career .within 
the organisation. 

Applicants should call Matthew MasMn or tonhe Gcoghcgm on 0171 379 3333 
(Pax 0171 915 671 4) or write to them enclosing a drtailed Curriculum Vitae Gndudim 
salary) to Robert Walters Associates, 10 Bedford Street, London WC2E 9HE. 

Email: nutthevjiMsUntrolioTwdtwsmffl nr imi** ^ 


ACCO 


COUTTS CROUP IS THE GICfflAL PRIVATE BANKING ARM CSPTHE NATWEST GROUP 


ROBERT WALTERS ASSOCIATES 


httpi/Avwwjt)bertw 3 ltefs,com 
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HONG KONG 


SYDNEY 


ELLINGTON 


A V C K L 


CJA 


RECRUITMENT CONSULTANTS GROUP 


2 London Wall Buildings. London Wall. London EC2M 5PP 
Tel: 01 71-58S 3588 or 0171-508 3576 

Fax: 0171-256 8501 E mail: cjngroup <> online.rodnct.co.uk 


Regulatory Trainer 


COMMERCIAL MORTGAGE LENDING 


Our client is the South East based subsidiary of one of Europe’s largest financial organisations 
with assets in excess of £60bn and AA ratings from the major International ratings agencies. In 
recent years they have built a high quality Commercial Mortgage portfolio, concentrating on 
investment, residential for letting and the healthcare sectors. Typical deal size is £lm-£5m. 
There has been rapid expansion via organic growth and acquisition and the company is pound 
for the next phase. There is a fiat management structure and above average prospects for career 
development in this entrepreneurial organisation. 


c.£50,000 + Benefits City 

Outstanding opportunity to contribute to effective regulation through the 
promotion and implem e nt a t i on of firstdass in-house technical training. 



( 6Ja ) HEAD OF CREDIT 

£40, 000- £50,000 + CAR + BONUS 

This new position reports to the Chief Executive and the successful candidate will be a key member of the management 
team and Credit Committee. The responsibilities are widely drawn, covering credit risk management, including the 
analysis of transaction risk, securities, completions and reviews, and responsibility for approving all credits before 
submission to Credit Committee The role is a proactive one Involving ongoing support to the Business Development 
Managers on the acceptability of credits, pricing, presentation, etc. Applicants should be graduates or professionally 
qualified. With credit training from a leading bank or centralised lender, a minimum of 5 years credit experience In 
commercial property lending within that environment and a good knowledge of the investment and healthcare sectors. 
We seek a decisive Individual with a commercial orientation who wBJ take responsibility for credit screening, ensure the 
Integrity of the risk process and contribute substantially at a senior management level Reft 6676/FT 


THE POSITION 

♦ Key number of highly regarded professional (raining team with 
tcratsgc- uMr-arfensttd approach. 

♦ InMs fa. develop and deBvar comprvh mi Kv «nd Ir mo v a ri ra r v j foor y 
trihikig prog a nsnewfthlnframe w o i k of on g oing regulatory t b an g e. 

♦ Provide arena *W«T W Trainhg ft bn a g cr and work deeudy wfth 
rwwaymero dtwkiprirait and other HR enltesguea cm awdSc )pant 


j*??. W . l ch * nd ■•"•jr managomont to identify and meet 
mavkknl and carparm^Mm training needs. - 

QUALIFICATIONS 

♦ Graduate with at least five years' relevant experience within 
wnyfenh ncwiitt or tariSg eiW inmeiL 


♦ Evaluate course effectiveness end reassess content In line wM 
rapdmory change. Work In partners hi p wife Intern! and extern al 
trahilng providers on teriinkal developm en t Wdadves. 


♦ Previous training experience and exposure to a reaularorv 
ewvlnin me re advantage ous, but not < pnrequtrira. Demonstrable 
interest in ■ career wtehbi training crucial. 

♦ N u nie ra tcwld i s trong c un imwlcnlon and pra aa neatx i d>e« 

. • pttdwdonri. Accnrnpfctoed ctxnmunlcecor. Endaabsdc 

menjedc and ImtgMdveappreeriv Team player. . 


Mowing fee Gc 

SB, fee fee* of 
RuOrnr.Tke n 


i dedrion ea rafetm fee edefag keiwi pr h far fe wmid n giMw tefe p hiaisd rise fee pra— XI 
lenMag S u pervhlon D lvIUe n . — to, PIA id SPA) wG he comfafciid. eetlg oeHy hi IN, to fan, 
of N0npufeyjta*i end ferir farther Prinfag id tfa wfap nm«. ii6 heatup priority far fee new .1 
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BUSINESS DEVELOPMENT MANAGERS 


£30,000-£40,000 + CAR + BONUS 

To spearhead significant expansion of its commercial mortgage lending business, our client requires a number of 
Business Development Managers to originate transactions in the Investment and/or healthcare sectors. Marketing to 
selected Intermediaries and directly to corporate diems and high net worth individuals, you will be responsible for 
structuring the transactions and preparing detailed credit applications. We seek well-rounded bankers with a good 
mix of credit and marketing skills, a solid track record of new business development and an established reputation 
with Intermediaries, valuers, surveyors, etc, as well as experience of commercial property lending, ideally in the 
above sectors. The ability to play a lading part In the development of the business, product development and 

sector initiatives Is key. Riefs 6677/FT . 

Applications in strict confidence quoting the appropriate reference to the Managing Director, CJA. 


nhh -1— tto.n.a y huprare dunrafeauri «fa—dah - f ie Tn , „ IT f ra,.to,..p— hi ■ r i i t^ iunM. 

Mau* send fan cv, «atting niaiy, ref FS7090 1 , fe» N8S, 2 1 -26 Garik* HRI, London EC4V 2AU ' ' 

Fax 0171 489 0698 Tel 0171 379 1070 

ktfom - Briml • Cat** Oy* EMutfi- - London * Manchester - fedkee • Sn^i - Matfodlffatt 


Aberdeen' ■ Brans! -Card* • Qy* Gasjow 


NB Selection 


A BNB Resources pic company 


NBS 
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Project Managers • Business Analysts • Analyst Programmers 
• PC Support Staff • Network/Technical Specialists 
• UNIX# NT • C++ • VB • OLAP • 00 
• Sybase • Internet Technologies • MS Office 


As one of the world's leading fund managers it is our business lo 
deliver maximum performance from the assets our clients entrust us to manage. 

We need talented IT professionals to contribute to this performance. 

We will provide challenges to stretch you. and encourage you to develop and grow. 
You will work closely with colleagues, clients and suppliers to defiver the right 
solutions for our business. Above an. we will recognise your 
value and reward you accordingly. 

At Mercury Asset Management you will be a key team player 
in an integrated fT environment. You will benefit from the training, 
encouragement and career opportunities that have made us the 
first fund manager to gain Investor in People recognition. 

You wiH have a proven track record in your 
chosen discipline, probably within a blue chip organisation. 

Vfou wifi be enthusiastic and customer focused with a ‘can do' attitude. 
Financial markets' expertise is welcome but not essential. 

We offer a competitive package which includes bonus, 
mortgage subsidy and other City benefits. 

Please contact our selection consultants Niall FitzGerald or 
David Sigh on 0181 901 6318/6322 during normal office hours. 

Or send your CV aid salary details, quoting reference: MIT/FT to Mercuri Urval Ltd., 
Spencer House, 29 Grove Hill Road, Harrow, Middlesex HA1 3BN. Fax: 0181 861 1978. 
E-mafl: Mercuri_Urval@Compuserve.com 
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A.T. Kearney is one of the world's leading management consultancies with 65 offices in over 
30 countries. The mission of A.T. Kcanury’s 4,000 employees is to deliver unique insights and 
superior results to help our diems address die evolving challenges of the global economy. Our 
commitment to delivering far-reaching, measurable results has led to 1 3 consecutive years' of 
sustained growth; in 1 996 our worldwide revenues exceeded S870 million. 

A.T. Kearney's Financial Institutions Group, comprising 400 consultants worldwide, is seeking to 
expand the Italian team focusing on the financial sector Wc are looking for individuals who can 
operate within multi ■ disciplinary teams, in a non- hierarchical environment and work with senior 
management in the world’s leading financial institutions. We offer positions at consultant and 
project manager kids. 

.As a firm with a lull spectrum of capabilities, wc provide strategy, operations and technology 
consulting to our diverse list of global clients. Therefore, candidates must be committed to the AT. 
Keamcv promise of helping to drive major improvements in our client’s products and services, 
relationship-, and economies, enabling them to be more profoundly and durably competitive . 

We wish to recruit individuals who cofltinuailv strive to attain excellence in all they do. Your profile 
should therefore include the following: 

• Fluent in Italian and English 

• Present role in the Financial Service sector {banking or insurance), or in top levcd 
management consulting firms 

• A sating academic record ideallv including an MBA or second degree 

• Personal flexibility to ensure success in a challenging and demanding environment 

• Available to work on international projects 

The excellent package offered bv A .T. Kearney underlines the importance we attach to our people. 

If you are keen to apply your skills in a professional and intellectually demanding 
environment, then please forward a comprehensive CV to David Bates, Bates Tavner 
Resources, International House, World Trade Centre, I St. Katharine’s Way, London 
El 9 UN quoting reference FT 8/10. 


Global Corporate and Investment Banking 

Project Manager - 
Emerging Markets 


Excellent banking package LONDON 

C !£ nf ' 2 forCE ™ global investment and corporate banking, seeks to recruit an exceptional ireUvidua! to drive 

. through strategic operational initiatives in its Emerging Markets Group. This Group has developed a preeminent 
reputation for consistent performance and creativity in these high-risk markets and, as a result, the successful 
individual will develop a significant profile within the organisation. 



PERFORMANCE MEANS PEOPLE 


INVESTOR IN PEOPLE 


ACCOUNTING SERVICES CONTROLLER 


BRAND LEADING CONSUMER GOODS 
^nunurniF PACKAGE TO &60,000 


YORKSHIRE 

• Exceptional opportunity to join this successful 
imultymiKion turnover branded pic as it moves to 
the next stage of its development. 

• Reporting to the Finance Director, the main 
purpose of this important role is to provide sound 
and conqsrehenstve accounting services across the 
group, adopting and developing UK best practice. 

• Key challenges in this role are to motivate and 
develop a young and enthusiastic team no provide 
die highest levels of customer sendee whilst 

recommending and implemeoting teadtagedge 

developments. 

• Qualified Accountant (preferably ACA), with 
comprehensive unde r standi n g and sign ific a n t 

track record in financial management in a leading 


blue chip company. History of fi n a n c i al control in 
a team based environment and experience of 
applying solutions to enhance fi n a nci al 
effec tiv e n ess, through systems and staff 
development. 

• Strong commercial acumen and creative flair 
with intellectual ability to manage multiple Issues 
and teams. Must have maturity and credibility to 
p v are effective relationships throughout the 
business and act as an ambassador for corporate 
goals and values. 

• This role is key to ensuring stability during a 
period of rapid company development. Broader, 
longterm opportunities exist for the right 
individual. 


Haw apply in -writing quoting idacn* 1513 
wkii fuB career and tobry denib 

Tebyljq*8*J*oRfe 
WUuhrad Selection 

4 The Courtyard. 707 Warwick Road, SaUhuB B5H SO* 
■fcfc 0121 709 0S>09. ta 0121 709 <H79 

bap^/www-gbocLCO ufc/wfefcebcad 


hitehead 


The Position 

■ Review uB support services for each emer gin g 
market centre established by the Bank. 

■ Develop a strategy for the management of all 
operational requirements including decisions on 
outsourcing. 

■ Build relationships across the organisation and with 
third-party outsourcing suppliers. 

■ Drive through efficient support of all new business in 
the emerging markets. 


Please send your CV. with current salary details UK 
Julia Williams, K/F Selection, 252 Regent Street, 
London WlR 6HL, quoting Ref: 1077PAVL 


The Requirements 

■ Proactive professional with fn-dapth project 
management aldlls and a track record of delivery. 

■ Experience of Banking within the tn rfu s ti y or from a 
management consultancy, audit oc finance 
perspective. 

■ Ability to command respect in a highly pressured 
environment and a willingness to take responsibility. 

■ Independent, self-motivated and prepared lo travel in 
the course of work. 

■ Desire to define their own profile within the business 
and drive a function forward. 


Alternatively said by fax an 0171-312 3380 
or by e-mail to kfs-landonOkoniferry.ooim 
Internet Home Page: tritpdAwwwJkfwlectionxom 



K/F SELECTION 


K DIVISION OF KOIttrmiM INTERNATIONAL 



World Class Management Consultants 


Opportunities for Consultants , Business Majors and Engineers 

Competitive Package LONDON, ROTTERDAM, BRUSSELS, PARIS, FRANKFURT, MUNICH 


MITCHELL MADISON GROUP was founded five years ago 
but already numbers over 500 professionals undertaking 
assignments in 16 locations worldwide. The Group's 80 
partners are almost all former senior professionals of the 
world’s leading top-tier management consultancies. 
MITCHELL MADISON GROUP serves the senior 
management of major companies. Projects are designed to 
deliver strategically-driven but practical solutions to key 
business issues. We are experiencing increasing, demand for 
our work in the financial services, manufacturing, process and 
higb-lech industries. 

We are seeking candidates to join us at the Manager, 
Associate or Analyst level. Successful applicants will have 
the skills, temperament and commitment essential for future 
leadership in a fast-growing entrepreneurial environment. 
Since most of our work is carried out on clients’ sites, a desire 


to travel is essential. 

Successful candidates will fulfil the following minim um 
requirements; 

• A top-class university degree with at least in engineering, 
economics, mathematics or business. An MBA from a 
leading US or European Business School would be an 
advantage, but is not essential. 

• A track record of achievement, both at work and in extra- 
curricular activities. 

■ Fluency, both spoken and written, in English and at least 
two other European languages. 

In addition, higher level candidates should have a successful 
track record either in a top-tier consultancy or as a practising 
manager In a financial services, industrial, process/c hemical 
or high-tech environment- 


• 

POINT 

GROUP 

with its headquarters in Nkosia/Cypnis and 
trading departments all over the world is looking 
for highly qualified, specialised and experienced 

GRAIN TRADERS 

for our company in London 

We offer exceptional opportunities interns 


liTtTrl » ♦ : ‘--tl 1 


petile committed to excellent job performance 
and seeking a demanding professional challenge. 
Please send your detailed 
application in grigtegl gpnfidgnffi t°- 
The President 
PO Box 1155, 

1503 Nicosia 

CYPRUS 


Appointments 

Advertising 


appears bi the UK 
edition every 
Monday, Wednesday 
& Thursday and in 
the International 
edition 
every Friday. 

For further 
Inf or ma tion please 
contact: 

Toby RndeihCrofts 
444 0171 S73 4027 


Financial Times 


INTERNATIONAL SOURCING 
MANAGER 


IVtajor manufacturer of oflflefcl equipment seeks 
motivated and experienced Ireftndual for Its Houston, 
USA-based Supply and Logistics Department 

Requires wtenshe towvttedge of MemaGonai 
sources of supply for raw materials. Wemedfete 
goods, components and energy hdusby equipment 

Remuneration and attractive beraft package 
commensiEatevrithquBMations. 


rkMSf .ViUi di‘tiiilci.1 lC.Milli" I- 1 : 
financial Titties BoXrrA.»242 
Number One Soufhw.-irk 
London, England SE1 


Please send your c.v. with a covering letter to: 

Marjoie Allen, Recruitment Co-ordinator, Mitchell Madison Group 
Carmdik, 50 Victoria Embankment, London EC4Y ONH 
Fax: +44(0)171 896 1001 

Mitchell Madison Group 


Moscow Kuscfl 


PRESIDENT-BANK 1 NG-RUSSIA 

FULLY LICENCED BANK 


Euidlent Package + Benefits 
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Global leader in financial services and insurance is seeking to recruit a President for its restructured joint venture bank in Russia. The 
banks’ activities include investment banking, corporate finance, equity and fixed income brokerage and trading, and co mme rcial 
ta s king - With a strong balance sheet, the bank is set to become one of the key players in Russia’s financial maiVeu 

Experienced in all of tbc following areas the successful candidate will be highly proficent in at least one of these fields. 

- Commercial Banking * Equity & Fixed Income Brokerage & Trading 
- Investment Banking/Corporate Finance 

Reporting to die Board with full PAL responsibility, the President will run die bank at the most senior level on a day-to-day basis and 
therefore will have a comprehensive understanding of banking, it’s products, procedures, systems and local statutoiy requirements. 
This is a unique opportunity for on individual with emerging markets background who has a proven track record in successfully 
structuring and closing complex deals. This experience should be combined with an in-depth knowledge of Russia’s investment and 
tanking industry. Interested can did a tes should write or fix a copy of tbeir curriculum vitae which will be treated in the strictest 
confidence to Roger Silva or Nicholas Pegram at 

• Morgan Chase Europe Ltd • £ ylA 

54 GrosveDor Sl- L ondon -W1X0EU* Tel: 0171 6295444- Fax: 0171 6297445 Q “ * 

E-Mail: morganchase@mafl.bogo.co.uk *>»i <•“ 
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Challenging and Prestigious Career Opportunity 

Operations Manager 

Major Investment Bank Bahrain Based Excellent Remuneration Package 

~ ***?_ * of the An* world's fastest a detailed knowledge of all operational aspects 


. ui^ruw wvuu a i a 

Rowing, most successful and prestigious 
investment banks, of international repute, with its 
headqumers in the State of Bahrain. The Bank's 
prmapal activities are investment in. and advisory 
services relating to, treasury operations, 
international real estate and corporate investments 
and marketable securities. Recently the Bank 
initiated a Funds Management Program which 
m '!f* ves placing hinds with professional managers 
with target risks and returns. Planned expansion of 

treasury and funds management activities ts now 
under way. 

" Our client is seeking to employ an Operations 
Manager. The selected candidate will be 
responsible for managing a back-office team to 
support the treasury and funds administrative 
activities in dose liaison with the Business, Risk 
and Administration Managers. Responsibilities will 
also include the planning and control of the Quality 
Assurance function associated with this business. 

m The candidate should have at least five years ’ 
experience with a major international bank. 


relating to derivatives and a sound understanding 
of the impact of systems particularly in treasury 
and back-office operations. Experience of the 
operational aspects of hedge funds would be an 
added advantage. Initiative, good communication 
and computer skills and the ability to work in a 
team-oriented environment are also required. 

■ The attractive remuneration package is 
designed to attract and retain a top calibre 
individual. 

If you consider yourself to be the person for the 
position, then please forward your complete 
rdsume, to reach us within W days, to tire 
following address quoting reference 97/T7. 

We will reply to you within four weeks of 
receipt of your r$sum6. Strict confidentiality is 
assured. Director of Recruitment Services, 

Ernst & Young, PO Box 140, State of Bahrain, 
Fax: 00 973 535 405. 

e!I Ernst &Young 
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AerRianta 

THE AIRPORT MANAGERS 

Chief Executive 

DUBLIN 


This rharienging opportunity arises due to the 
impending Etnonat of the present Chief Esfcuii* 
The requir ement is fora visible record of success at, or 
near; Board lewd in a relevant buxines sector such as 
airport management or sophisticated retail operations. 
The appointment b Ebdy to be on a contract baas and 
the r mninTrati nn package will reflect the Boanft 
determination to select an individual of the highest caHbtn. 

Please write, ia confidence, with 
fttfl career and salary details to £aznon 
Drea, HAY-MSL Management Consultants, 
Newmonnt House, 22-24 Lower 
Mount Street, Dublin 2, quoting 
reference EX5GQ76. 

HEAD OFFICE LONDON TEL: 0171 255 2535 11 OFFICES NATIONWIDE 


A ct Riann. the Irish Airports Authority, b renowned 
.as % highly successful state owned commercial 
enterprise which manag es the major national airports and 
the Great Southern Hoed Group, as weQ as being a 
significant international player in air port manag ement 
and duty flee operations in Western Europe, Eastern 
Europe, the Middle East and the Far East. . Annual 
turnover b in excess of £230 milli on and fixed assets are 
of the same order of magnitude. 

Tire cote of the rale is the provision of the creative 
Uafkrshrp required to sustain and develop viable and 
profitable operations within the context of 
a rapidly changing economic and political 
environment within Europe and globally. 



The FIB, the financing institution of the European Union, is currently seeking for appointment to its Legal 
Directorate at its headquarters in Luxembourg a (m/f) 

Financial Lawyer 

Duties: Working within a specialised unit handling the legal aspects of the Bank's financial activities, he/she 
will be required to provide legal assistance to the Finance Directorate. As well as assuming advisory, research 
and support responsibilities in the financial field (in respect of borrowings, public issues, derivatives, ete.J, 
he/ she will maintain relations with national authorities arid other financial institutions. 

QuaGfioations: Degree in Law, preferably specialised in banking and financial law (i.e. with a bias 
towards legal matters other than those solely hilling within the scope of Common Law/US Law). 

Proven operational experience in a similar legal position within a bank, financial institution or firm of lawyers 
involving a hands-on approach to capital markets (including those of the European Union) and to related 
financial instruments. Familiarity with EDP tools and ability to work under pressure. 

Languages: Excellent command of English or French and sound grasp of the other. Knowledge of German 
would be an advantage. 

The BB oilers attractive terms of employment and salary with a wide range of welfare benefits. Applications 
from women would be particularly welcome. 

Applicants, who must be nationals of a member country of the European Union, are invited to send their 
curriculum vitae, together with a letter and photograph, quoting the approp ri ate reference, to: 

EUROPEAN INVESTMENT BANK, RECRUITMENT DIVISION, (Ref.: JUA 9730), 

L-2950 LUXEMBOURG. Fax: +352 4379 2545. 

Applications will be treated in the strictest confidence and will not be returned. General information on the BB 
can be found on Internet (http://www.eib.org). 



Portfolio Manager/ 
Research Analyst 

Templeton Worldwide has been a leader in value-oriented inter- 
k national investing for over 50 years. At our downtown R. Lau- 
■ derdale headquarters, we have an exciting opportunity for an . 
f Equity Portfolio Manager/Research Analyst 

This position's primary focus is in the global equities market 
You wfll manage assigned accounts in accordance with clients' 
investment objectives including generating investment ideas; man- 
age portfolio assets to maximize performance: provide research 
coverage tor asagied industries and countries; provide information 
on economic forces and industry trends; make presentations to ex- 
isting and prospective efierrts as well as investment recommenda- 
tions to portfofio management; and actively pursue new business. 

Bachelor's degree (MBA preferred) with a minimum of 5 years eq- 
uity portfofio management and investment research required. Must 
be familiar with Templeton's investment approach, mutual funds, 
and client objectives; must have thorough understanding of tradttig, 
research and marketing functions; complete knowledge of invest- 
ment industry and ab?ny to analyze, interpret and present statistics 
In written and oral presentations. Strong interpersonal and commu- 
nication skills required along with marketing and sales ability, flex- 
ibility and drive. Significant travel requred- 

We offer an excellent salary and benefits package, inducing profit 
sharing, medtealflife insurance, tuition reimbursement, promote- 
from-wtthin philosophy, and more. Please send or FAX (954-527- 
21 45) your resume with salary requirements in confidence to: 
Templeton Worldwide; Human Resources Dept; Job 
#PM-00197; 500 East Broward BIvtL, Suite 2100; Ft 
Lauderdale, FL 33394-3091. 



Templeton 


Member tt Bw Fra rtfln Tam p toon 
Group rt Finds 


An Equal Opportunity Eroptoyer 


SALESPERSON 
EMERGING MARKETS 

Excellent package ■ London 

Our client, a leading global investment hank, now seeks an 
outstanding individual to join its Equity Sales and 
Trading Department 

Successful candidates will be able to demonstrate all of 
the following: 

■ Detailed experience and product knowledge of UK and 
European based accounts 

■ In-depth understanding of Russian and/or Turkish markets and 
the atafity to broaden the sales coverage to the other areas 

■ Experience of unassisted field trips to Russian companies 
(including outside Moscow) 

■ Analytical experience in top class international investment 
banks in the area of Eastern European emerging markets 

■ Proven client relationships with European emerging 
market institutional investors 

■ Existing relationships with oil and gas company management 
Additionally, you should have an excellent academic record 
including an MBA or MA qualification, superlative IT drills and 
knowledge of several Slavic languages including fluent Russian. 
To apply, please send your CV, in the strictest confidence to: 
Tbe Confidential Reply Handling Service, Ref. 1 08b, Associates 
In Advertising, 5 St John's Lane; London. EC1M 4BH. 
Applications will only be sent to this dient, but please indicate 
any organisation to which your details should not be forwarded. 


CJULisl' 


HR MARKETING & COMMUNICATIONS 


Senior French Banking 
Consultant 

specialised in 

Commodity Trade Finance 

seeks Sr. position in International Bank, Trading 
Co. or Corp. 

Bi -lingual, will travel. 

UK: 44 171 373-4358 
fie 373-3317 
FR: 331 42247173 
fit: 48259178 



HOFMANN SCHNEIDER CAPITAL SLA. 


We. are a rapidly expanding international 
investment banking firm with offices in die 5 
major financial capitals in central/eastem Europe 
specialising primarily in retail and institutional 
brokerage, initial public offerings and portfolio 
0 management. 

As part of our growth-oriented strategy, we are 
now looking to expand our Vienna-based operation 
and seek to recruit established Equity Broken. 

The ideal candidate must be a licensed, high 
calibre individual possessing an extensive network 
of contacts and an excellent performance track 
record. 

This is a rare opportunity to join a dynamic pro- 
active institution offering an attractive salary and 
benefits package, including an outstanding 
performance related bonus sc h eme. 

To apply, please send CV to: 

Hofman Schneider, 

Sdiwarzeobergplatz 6/2, 

Palais Fanio, A-1030 Vienna Austria 
Fax: (00431) 710-3828 

Alternatively, call: Simon Goldman or Maoal 

Ramadan 

Tel: (00431) 71769 



Junior Trader - Latin American Debt 


West Merchant Bank Limited is the investment banking subsidiary of WestLB, one of Germany's leading financial* 
institutions. We are a major player with an impressive track record in emerging markets, with long standing franchise 
and offices throughout Latin America and Eastern Europe. 

As a result of the growth within these markets we wish to recruit a Junior Trader to work directly with the Manager 
responsible for Latin American Eurobond Trading, assisting in the formulation and execution of trading strategies on 
undervalued securities and the management of risk in our various trading books. 

The team goal is to build on existing relationships with our offices in Argentina, Brazil, Mexico, Peru and Venezuela and 
expand Latin American coverage further afield. 

Candidates will be graduates with a minimum of two years analytical/trading experience in Latin American credits. An 
understanding of current market structure, conventions and the economic environment Is essential as is fluency in 
Spanish and/or Portuguese. You will have in-depth IT skills, including the development of spreadsheets. This is an 
outstanding opportunity for an ambitious team player to make a significant impact within a successful and dynamic 
organisation. 

We offer a highly competitive financial package Including full banking benefits. 

Applications, quoting 97CM32, to: 


Emma Wlnterson- Hayward 
Assistant Manager, Personnel 
West Merchant Bank Ltd 
33-36 Gracechurch Street 
London, England EC3V OAX 


West Merchant 

A member of the WestLB Group 


J 




LIFFK 
FLOOR 

Enthusiastic 17 
year old School 
Leaver would 
like to work on 
LIFFE Floor. 
Doesn't mind 
staffing at bottom 
and working to 
top. Very bright 
and hard 
working. Will 
work for 

. travelling 

expenses for first 
month. 

Please fax 
Natalie ou 
01992 523342 


A 


ORKLA SECURITIES 

SALES ASSISTANT/JUNIOR 


THE POSITION 

Orkla Securities (UK) Ltd has an opening, at entry- 
IeveL in its London sales team. We are looking for a 
young and accomplished employee to support our 
sales and sales trading staff, with the aim to eventually 
be trained for a full sales position. 

THE COMPANY 

Orkla Securities (UK) Ltd is the London office of Orkla 
Finans of Oslo; the leading Norwegian stockbroker. A 
Stockholm office is due to be established in early 1998. 
Our aim is to offer international institutional investors 
high-quality corporate and industry sector research, 
and to supply them with investment ideas and services 
r egardin g companies listed on the Scandinavian stock 
exchanges. Commitment to impartial and high quality 
research, as well as an impeccable record with the 
government's supervisory agencies, has been among 
the main factors responsible for Orkla Finans' recent 
growth. 

OUR REQUIREMENT 

The London office has an emphasis on sales, with the 
research product being supplied from locally-based 
analysts in Scandinavia. The London sales team will 


work alongside the Norwegian and Swedish teams to 
create, develop and present investment ideas to our 
client base. The person we are looking for will service 
our sales staff for their information needs, help 
facilitate customer communication, and offer support 
services for analysts and company managements 
visiting the UK. It is desirable that the person in 
question has some knowledge of Scandinavian 
companies, has a working knowledge of MS Word and 
Excel data programmes, and is a fast learner with a 
good educational background. 

The ideal candidate will be able to read and 
understand a Scandinavian language, and be fluent in 
written and spoken English. He or she. must be able to 
work hard and cope with multiple tasks, as well as 
contribute to the team spirit of a rapidly growing 
company. We can offer a competitive and performance- 
based salary and financial package. 

APPLICATION 

Applications will be treated in the strictest confidence. 
Please apply with a CV and covering letter to Andrew 
McKelvie at Orkla Securities (UK) Ltd, 6 Laurence 
Pountney Hill, London EC4R 0BL, United Kingdom. 


Orkla Securities (UK) Ltd is regulated in the UK by the Securities and Futures Authority 


Appointments 

Advertising 


appears in the 
UK edition 
every 

Wednesday 
& Thursday 
and in the 
international 
edition every 
Friday. 

For information 
on advertising 
in this section 
please call 

Toby Finden- 
Crofts 

0171873402 


Financial Times 


B UNTING WARBURG INC is a leading internationally affiliarrW brokers^ firm 
1 based in Toronto and is jointly owned by in employees and SBC Wirborg Dillon 
Read, a division of Swiss Bank Corporation. 

INSTITUTIONAL EQUITY SALES - mis 


BUNTING WARBURG INC is seeking 

an exceptional individual who wishes to 
translate strong business development 
drills into a successful career selling 
Canadian equities to European diems 
from its Paris office. The candidate will 
join our fritting sales team whh a view to 
ex pand i ng our current dient relationship 
base. In addition to being fully bilingual 
in French and Fn glicb (a working 
knowledge of German would also be 
useful), the ideal candidate will have an 
excdknc track record of success, a high 


levd of fi n a ncia l acumen, well-developed 
co mmun ication drills, a university degree 
and a very strong will to succeed. 

Bunting Warburg Inc. has a blue chip 
domestic and international diene list and 
enjoys strong positions in the markets 
ic serves: equity research, institutional ; 
sales and trading, equity underwriting; ^ 
mergers and acquisitions and other ■ 
corporate advisory work. We offer an 
entrepreneurial culture that stronger 
rewards mdividnal achievement within 
a team environment. 


QUALIFIED INDIVIDUALS SHOULD APPLY, IN CONFIDENCE, TO: 


Bnnring%rfnugint, WreaorafHnman Resources, 65» rue deCpmeeBes, 75008 Ptar^-fianct 

4* SBC Warburg Dillon Read 


■r 













A* • 

djfi j * • • 

«* - •■•••■ 

(Staff*. T; :•*>.*. 

- - 

.•: - -. • 

■ . 


v**”’- -• •• 
ifc- ^ , i . ■ 

~ • 

■v* <•*-*>-• ■: 
i?**-:- ■■■ ■’■ 

m* : :- •• *■ 

ibi\' ••• '■••' 


f i.lf'?:' 


*■% ■' ' 


OPPORTUNITIES IN LENDING 
AND ADVISORY WORK 

Ambitious graduates with banking 
corporate finance or accountancy experience 


N M Rothschild & Sons is a leading 
“wwrional merchant bank with a strong 
reputation for the quality of its corporate 
financial services. Our Banking Division 
specialises in arranging complex, 
innovative funding transactions for chenis 
in the private and public sectors, as 
well as providing advice on debt-related 
issues including major debt sales for 
governments and PFI transactions. With 
business continuing to increase, ore 
currently have opportunities for high- 
calibre graduates with a background in 
commercial banking, corporate finance 
or accountancy to join our sector- 
specific lending and advisory teams. 

The learning curve will be steep: you 
can expect to be involved in a wide 
variety of transactions, liaising closely 
with other divisions of che Bank and 
g ai n i n g exposure to our international 
operations through advisory work. 

There will be considerable opportunity 
to use your initiative and creativity in 
structuring finance and advising on 


strategy. You will also enjoy direct diem 
contact, including playing a key role in 
presentations. This experience will stand 
you in good stead for farther career 
progress: our banking Division has a 
proven record of providing early 
responsibility and advancement. 

In your mid zos to early 30s, you will be 
highly numerate with a good honours 
degree, a strong marketing awareness 
and first-class skills in evaluation, 
communication and presentation. Capable 
of making an immediate contribution to 
the business, you will also demonstrate 
the potential to take on wider 
responsibilities in die future. 

The remuneration includes the usual 
banking benefits and is designed to attract 
high-calibre candidates. Please apply in 
strict confidence, enclosing a fall cv and 
details of present remuneration, to Sara 
Morris, Personnel Manager, N M 
Rothschild & Sons Limited, New Court, 
Sc. Switbin’s Lane, London EC4P 4DU 


N M ROTHSCHILD & SONS 


Some accountants want 
to help win 

new business contracts. 

Some accountants want 
to work with a sales team. 

Some accountants want to 
make a major 
contribution to the 
financial success of a business. 


Appointments! 



Sprint 

International 

Senior B 

Central London 

•usiness Analyst 

Package c. £45,000 + benefits 


appears in the 
UK edition 
every 

Wednesday 
& Thursday 
and in the 
international 
edition every 
Friday. 

For Information 
on advertising 
in this section 
please call 

Toby Flnden- 
Crofts 

0171873 4027 


Financial Times 


Sprint is a multinational leader in Global Telecommunications with a turnover cJE9bn. We are a 
competitive and fast moving organisation driven by customer needs. Our London based Europe 
Development Group is seeking a Senior Business Analyst reporting to the Vice President of Europe 
Business DevelopmenL This person will play a vital role in driving our European business forward 
through the provision of strategic, competitive and economic analysis. 

The Person The Role 

• 3-5 years telecoms experience, ideally gained * Strategic and economic analysis of all issues 


within investment banking or consultancy 

• Business related degree 

• Excellent analytical skills 

- Strong oral and written communication skills 

* Team player; project oriented approach 

* International business experience 


relating to new business development 
Industry and competitor analysis 
Political and regulatory analysis 
Joint venture, merger & acquisition, and 
international telecom bid formulation 
Presentations to venture partners and senior 
management 


Please apply in confidence, enclosing a lull curriculum vitae to: 

The Personnel Officer, Sprint International, 6 Arlington Street, London SW1A IRE 
Or fax a copy on: 0171 344 0310 


Les Echos 


FINANCIAL TIMES 


The FT can help you reach additional business 
readers In France. Our link with the French 
business newspaper. Les Echos, gives you a 
unique recruitment advertising opportunity to 
capiralise on the FT’s European readership 
and to target the French business world. 

For information on rales and further details 
please telephone: 

Toby Finden -Crofts on -44 171 373 4027 


Available for international projects. 

Interim Manager (MD-FD) 

Worldwide experience. 
Extensive language skills. 

Tel/Fax: 00 31 (0) 35 5411318 


ACCOUNTANCY APPOINTMENTS 


Financial Marketing Consultants 
Exceptional Packages - London and Manchester 


Some accountants join the 
IBM UK Financial 
Consultancy team, working 
alongside the product 
salesforce to provide a 
financial bid structuring 
service lo meet the needs of 
IBM customers. 

Working in a highly 
challenging and stimulating 
environment, with a significant 
amount of customer contact, 
you will possess the 
enthusiasm, personality and 
ambition necessary lo become 
a core member of the 
consultancy Learn. You will 
have outstanding accountancy 
skills gained either with a 
Big 6 firm or an equivalent 
C1MA background. 

We are looking for 
individuals capable of 
combining sound commercial 


judgement and outstanding 
communication skills. In 
return we offer exceptional 
packages, including a 
generous range of big company 
benefits and the opportunity lo 
develop a career with a global, 
market leading business. 

To apply, please send your 
CV with covering letter and 
salary details, quoting reference 
EDFTFSL01. to: Kerry 
Lebbem. IBM Recruitment 
Centre, IBM United Kingdom 
limited. PO Box 41, North 
Harbour, Portsmouth, 
Hampshire P06 3AU. 


IBM is an equal e 
opportunity employer. < 


The IBM home page can 
be found on the Internet at 
www.ibm.com 


BROKER, CANADIAN GOVERNMENT SECURITIES 
LONDON DESK 

COMPETITIVE SALARY PLUS BONUS AND BENEFITS 

Our Company is a targe diversified broker in global government and corporate 
markets. The Canadian Govern mem Securities desk in London has strong links 
with our parent company's successful desk in Toronto. 


JOB DESCRIPTION 

■ Assist in all aspects of the London 
Desk and broker trades 

■ Create and develop computer 
relationships with major 
customers. 

• Keep f* jmartian management 
abreast of development in the UK. 


CANDIDATE PROFILE 

■ Minimum five years of experience 
of working in and thorough 

i mHwIiiniliiig of the f’lnaitiwi 

Government Debt Securities 
markets. 

■ Familiar with modem trading and 
systems 

■ F.«n 4lra l i-nmniimiraiw wi skills 

■ Team player 


To apply please send your CV. in strictest confidence to: 

Bov AS9K3. Financial Times, One Southwark Bridge, London SE1 9HL 



London 

f 

inancial 
Controller 


Sate Street Global Advisors is a leading global 
Investment management company with assets under 
management of over US$350bn. We provide a 
comprehensive investment service to an 
Internationa] range of clients; including major 
pension funds, multinational corporations and 
insurance companies. 

Due to a continuing growth in our business and the 
opening of a number of new offices In Europe, we 
are looking for a financial Controller 10 join our 
management team. The rale will Indude afl aspects 
of financial control strategic planning and the 
financial evaluation of projects as well as financial 
reporting both Internally and to repibcors such as 
IMRO. An ability to communicate is ess e ntial as die 
position will deal whh senior managers and other 
finance pro fess io n a ls in the US and Europe. 

The ideal candidate Is UceJy to be a Chartered 
Accountant with at lease five years' relevant 
experience in the fund management industry. 

The appointment will command a 
competitive salary and generous benefits 
package- Pfease write with a detailed CV to 
Nlgd Wtghtman, Managing Director, State 
Street Global Advisors United Kingdom Ltd, 
Afmadc House, 28 King Street, London 
SWIYdQW. 


Solutions for a small planet 


SSfA 


Regulated by IMRO 


4* SBC Warburg Dillon Read 


ha r ' - 




Ikio 


* i « l 

£ a. * » ' 



DIRECTOR OF TAX - London 

Substantial Package 


SBC Warburg Dillon Read is the global 
investment banking division of Swiss Bank 
Corporation. It is fhe powerful combination 
of leading European investment bank 5BC 
Warburg and Wbfl Street corporate finance 
specialist Dillon, Read & Co, Inc., an 
integration which was completed in 
September 1997. It employs 9,500 people m 
more than 40 countries. 

SBC Wcrburg DdJon Read dominates the 
market in risk management, financial 

JSsi-'SK «■ 

SSLTJ-**- i -«i» 

in corporate finance and equities 
through£rt£urope, the Amencas and 
Asio-fticific. 

internal promotion now necessitates the 
reauitment of a Director of Tax who wA 
lead, motivate and develop a team of top 
quality professionals based m London. In fee 
role, key responsibilities will indude.- 


■ management of group wide compliance 
and reporting. 

■ utilisation of leading edge tax planning 
techniques to streamline tne group. 

■ advising the business streams on a wide 
range of transactions. 

The right applicant will have at least 8 years 1 
experience focusing on the international tax 
affairs of investment banks and their products. 
This should have been gained in the industiy 
orwilha leacfing acf/isory firm. Proven leadership 
and communication skills are essential. 

This is an outstanding opportunity with great 
scope for future career development within 
tax or finance. 

Please forward a comprehensive CV and 
covering letter to: Matthew Phelps, Brewer 
Morris, 179 Queen Victoria Street, London 
EC4V 4DD quoting reh 2361 mp. 
Alternatively Fax 0171 463 0740. 

All applications will be treated with strictest 
Science. 



GKN pic 

Corporate Finance 
Executives 

Worcestershire £40 - £50,000 + car 

GKN Pic is a global business operating in tire Automotive and Agritechnical, 
Aerospace, and Defence, and Industrial Services markers. Wirb sales in excess of 
£3 billion, the group is committed to deliver sustained outstanding value to it's 
shareholders. and has invested over £400 mfflion in a cquisitions so far in 1997. 

As a result of this growth and internal promotion they seek Corporate Finance 
Executives to be based in their Midlands Headquarters. Reporting to the Head of 
Corporate Finance you will manage and advise on the acquisition and divestment 
of businesses including valuation, planning, working wfch GKN executives and 
external advisors, due diligence awl negotiations. 

Key requirements for the role are?- 

• Strong inter-personal and conununicatioo skills, 

• Project management and analytical skills, with commercial fiair. 

The position will involve regular travel in the UK and overseas. 

Candidates are Hkely to be qualified accountants in the age range of 28-35- 

This is an outstanding opportunity to join a highly professional organisation whh 
excel] ent prospects for advancement. 


L-—— — — 
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Alfred M*Alpine 



Corporate Tax Manner 


London 


Alfred McAlpine PLC has recently completed the 
acquisition of ferine PLC which has considerably 
enlarged die Group and trade it a Top LQ 
housebuilder. 


£50,000 + Car + Bens 


•• InremarifHMi fcrr planning and ctT-nt- tlTT-i ; ^ 
• Effective commoni cation of tax issues to 


In addition to housebuilding, the group’s other 
main business’ are in contracting and minerals 
both in the UK and USA. We wish now to recruit 
a Corporate Tax Manager to have responsibility 
for managing the Group taxation affairs. As part of 
the head-office function and rep or t i ng directly to 
the Group Finance Director, specific 
responsibilities will include: 


Suitable applications are likely to be from qualified 
tax professionals who have been trained within a 
large accounting firm. Of particular interest will be 
individuals with 1-2 years tax experience in 
commerce and seeking a role with considerable 
responsibility ami autonomy. The ability to 
communicate in a professional, articulate manner 
is of paramount importance. 


• Review of group tax compliance 
maintenance of relationships with HMIT and 
professional advisers. 

* Tax advice on complex project finance 
and PFI initiatives. 


If you are interested in this position, please 
telephone or write enclosing a curriculum vitae to 
Charles Ferguson on 0171 269 2244 at Michael 
Page Taxation 39-41 Parker Street, 

Page House, London WC2B 5LN. 

Fax 0171 831 6662. 


Michael Page Taxation 

Specialists in T «rari oa Reuui'tiuem 

London Brind Rfa—i.iyham EdkiLuigb Glasgow Louberbead Leeds 
Maidenhead M«n [fan IQioo Kerne* Nottingham Reading St Albans & Worldwide 


1"|_Q D | c Group Treasury & 
^ Tax Manager 


Hertfordshire 


£45-55,000 + Car + Benefits 


TLG, a quoted Pic, is one of the world’s leading 
suppliers and manufacturers of a wide range of 
lig h ti n g systems and products which have broad 
applications in both commercial and industrial 
markets. 


Wttb a turnover of £400 million, the Group has 
operations in some 30 countries. TLG is the 
market leader in the UK and has strong positions 
in France, Germany and the Nordic region. The 
Group is a leading supplier in the Australasian 
market and is developing further its established 
presence in the Far East. 


• Monitoring the cash generation/ forecasts of the 
Group’s operating companies. 

• Developing and implementing the strategy for 
currency exposure and interest rate 

mnrtagwm«n f. 

• Treasury reporting and controls. 

• Provision of UK tax advice. 

• Formulation and implementation of tax 
planning measures. 

• Preparation of year end Group tax provisions 
and UK tax computations. 


This newly created role, reporting directly to 
the Group Financial Controller, reflects in 
particular the increased importance of treasury 
management to the Group. The role will 
require considerable liaison across the Group, 
with the primary focus being on treasury. 
Responsibilities include: 

• Developing and implementing the 
Group’s treasury policies and 
procedures. * ■ 


Ideally, you are a qualified ACA with a minimum 
of two years’ experience in a similar rale. You are 
proactive with die ability to work on your own 
initiative and as part of an international team. 
You will have bands on experience of treasury 
management and UK taxation. 


Interested candidates should write, enclosing an 
up-to-date curriculum vitae, including current 
remuneration, quoting reference 370105 to 

Joe McShane at Michael Page Finance, 
Centurion House, 136-142 London 
fend, St Albans, Herts ALl ISA. 


Michael Page Finance 



Specialists in Ftnanoal Recftritmmt 

London Bristol Birmingham Edinburgh Glasgow Leatbexhead Leeds 
M aid en head M anchester Mihon Keynes Nottingham Reading St Albans & Worldwide 


m 





Retail Financial 
Controller 


West London 


to £40,000 + Car + Package 


Fullers Inns form the Retail division of Fuller 
Smith & Turner PLC, whose combination of 
traditional values, innovation and excellent products 
has m ai n t a ined an enviable reputation in pub 
retaili n g. The division has a turnover of circa 
£50million and is the largest contributor to the 
Group's profits. 


Reporting directly to the Group Chief Accountant, 
this challenging role will be responsible for the 
continued successful development of the company's 
commercial interests, concentrating on a portfolio of 
200 pubs. Working closely with the Retail Director 
and Area Managers, primary responsibilities will 
include fi na n ci a l control, monthly manag e men t 
reporting, investment and acquisition 
appraisal, retail systems development and 
general business management. 


The successful ca n didate will be a computer literate 
qualified accountant with at least three years post 
qualified experience. Ideally gained within a 
commercial retail environment. In addition to the 
obvious technical skills required to undertake a role 
as diverse, challenging and high profile as this, a 
commercial outlook, strong communication/ 
management skills and an outgoing personality are 
also pre-requisites. 


If you feel you have the necessary qualities and 
background, please forward a detailed CV, 
including details of current remuneration to 
]usxm Pearson and Elizabeth Ewen at Michael Page 
Finance, Page House, 39-41 Parker Street, 
London WCZB 5LN, quoting reference 

375574. 


Michael Page Finance 

Specialists in Financial Rec ruitme nt 

London Brist ol Bfrmingham Edinburgh 1 -Mtfrfrf iAari Leeds 

M a id en h ea d Manchester MStfcoa Keynes N o t ti n gham Rgafag St Albans & Worldwide 


f:smm 


Howgafte Sable 

& Partners - — 



Executive search and Selection 


iflorben College 


Jfcmm - fer&gttip Hit fiaas 

Registered Charity No. £15551 


cl 

I 

$• 

a 


FINANCIAL TIMES FRIDAY OCTOBER 10 1 997 


-A 

iaiaas 


International 

Audit 


Amsterdam or Nuremberg 

h one of the world’s foremost sports clo t hin g and 
footwear orgamsatinos wfah an enviable market share 
and grow t h rate in recent years. 

The group’s current intention to take over Salomon will 
enable bath new and current markets to be significantly 
developed by a complementary product range and farther 
wiWm, the success of the business through stronger 
w or ldwide distribution networks. 

As parr of an underlying commitment to adding value and 
improving efficiency, a numb er of high calibre individaals 
are sought to join the international audit function, die 
training ground for future finance ejacntrww- 


£ Excellent 

• Syste m s development and implementation projects. 


in either Amsterdam or Nuremberg, die positions 
carry a worldwide remit and will dem a n d the ability to 
develop a commercial insight across the business. 
Reporting to the Head of Audit, key areas of 
responsibility will include: 

• P erfo r mi ng both operational and financial reviews of 


objective of acUiog value- 
• Close liaison with local m ana gement reg a r d ing 
potential areas of productivity rnlmiu*fiiiwt . 


involvement in other ad-boc activities. 

The roles carry very high internal credibility and 
inqiortance and candidates will be expected to operate in 
a consultative capacity at all dates. 

Successful candidates will be qualified accountants with 
at least five years experience in a multinational 
m p pip ajim. Individuals who tnrinrid with an 
accountancy firm should have complemented this 
experience with at least two years in a commercial 
fflgi wnniniL A mnfifi-nt, prwmaliU aryle is essential 38 
is the mobfliry to travel extensively. A good working 
knowledge of German is essential and fa m i li arity with 
S panish, qihilat not ess ential, would be a distinct 
advantage. 

Should yon wish to be considered for this challenging 
and rew ardin g opp or tunity, please said « comprehensive 
curriculum vitae, detailing current remuneration, to . - 
Martin Dawson at Michael Page Finance, Page 
House, 39-41 Parker Street, London WG2B 5LN, 
- quoting reference 358499. ... 


Michael Page Finance 

^[urblla. is Piniurn l Reciuitumr 
m*ii it m i n^iM Mh.iMi.gi. Glmi pw UNtiitu d Lords 

fcfgmn Keynes N uuiugluua Boding St Albams & WodttwMc 


Finance Director 


Cheshire 


Up to £45,000 +■ Car + Bonus + Relocation 


Our dknt is an autonomous subsidiary of a growing 
international group involved in process 
manufac turing. The UK business has a turnover of 
over £100 million and is aiming to be the market 
leader within its sector. 


Commercial support to operational management. 
Working capital management. 

Acquisition, revi e ws. 

Statutory rapnr Entg and tav . adminlereati r^i. 

Personnel. 


The Financial Director will be a key member of the 
UK management team and as such will be 
responsible for the strategic directum and 
perform a nce improvement of the business. They 
will lead the finanfj* and ri m in i u m tlnn function 
and be responsible fbn 


• Strategic planning, budgeting and forecasting. 

• Management reporting. 

• Liasoo with the overseas group head office. 

• IT development. 

• Negotiation of specialist supplier & 


The successful candidate will be a qualified finance 
professional who can demonstrate good technical 
accounting knowledge* IT development exper i ence 
and a track record of sttategfc/commercial Input into 
tiie business. They will have a down to earth nature* 
excellent communication skills, a self confident, 
strong character and be a good staff manager.. 


customer contracts. 


Interested randidatiM should send their curriculum 
vitae and salary derails to David Gunning ACA, 
Michael Page Finance, 4th Floor, Clarendon House, 
81 Mosley Street, Manchester M2 3LQ. 
Please quote reference number 374450. 


Michael Page Finance 


SpedaKtta in financial Recruitment 

London Ihfari Rlmmytu m TUlnlmgh I frimliwul T^ifc ■■ 

MoMonheod tfaifloNw to™ WwAijIwm Sr *lt«« fi \gnJik~L. 


Financial 


POLYGRAM 

FILMED ENTERTAINMENT 

AtatyQnmCenvaty 


Controller 


Central London 


£ Highly Attractive Package 


Polygram F i l me d Entertainment International is a 
major film company responsible for a long list of 
box office hits. Recent successes include. Bean, 
Sleepers and Trainspotting. The business has eight 
distribution companies across Europe, Canada and 
Australia to ensure ma ximum, exploitation of 
their titles. 


accurate picture for the Chief Finance Officer. In 
addition, there will be an element of project work. 


The Financial Controller will be the focal point for 
financial information from each of the distribution 
companies. Supported by one other accountant, 
management information must be produced to a 
strict reporting timetable. However, the key to the 
role will be the Financial Controller’s ability to 
interpret the information received and to 
understand the business issues in each of 
the companies in order to provide a truly 


Candidates for this role will have trained in an 
international firm and gained significant 
post-qualified experience in either film or 
broadcasting. In addition, you must be able to 
demonstrate a strong track record of achievements 
to date, and possess the strength of character 
and interpersonal skills to progress a career 
within the group. 


Interested applicants should send an up-to-date 
curriculum vitae, quoting reference 374574, to 
Mike Deane at Michael Page Finance, 
Page House, 39-41 Parker Street, London 
WC2B 5LN. Fax 0171 831 2612. 


Michael Page Finance 

Specialists in Financial Recruitment 

London Bristol Birmingham Edinburgh Glasgow Leaiherheatd Leeds 
Maid enhe ad Manchester MBton Keynes Nottingham Reading St Albans & Worldwide 


icJ^is 


Group Financial Projects Manager 





SOOETFEW 



MANAC 


Depit y A c c o i ; n t a n t 


London SE3 


The Charity was founded In 1695 for the housing of dtyconnactad efcierfy merchants who had fallen on Iwid 
times. It has since been expanded to include members of other p r o fe ss io ns . The College occupies 14 acres 
in Blacktieatti with Christopher Wren inspired busings. It is run by a Chief Executive and Cleric to the Board 
erf Trustees coosteflng ert Aldermen of the City of London. They need a professional with: 

- Relevant qualifications and proven experience * MLI.S. and networked accounts systems knowledge 

- Support tor the Accountant and contribution to the Senior Team • Investment aid reserves administration 

• Knowledge and practice of Charity Commission Rules and accountability 
• Property portfoflo and accommodation financial management 

Please send your CV to Yvonne Sarah at Howgato Sable & Partners, 35 Guneon Street, London wiY 7AE, 
quoting ref; FTB006. Closing date: 17th October 1X7. 


Germany 

adidas AG has an internationally renowned brand name and a 
reputation for product innovation which has euhanrpd Its c om petitive 
position. The finance function has global responsibility for mergers and 
acquisitions, treasury, management and financial reporting. TT, 


Appointments Advertising 


There Is now a requirement for an experienced individual to join the 
central finance team, acting as a proactive project manager covering a 
number of global and local projects. Working closely with the Chief 
Financial Officer, these could range from macro projects such as 
acquisition integration or assessing the impact <rf a common European 
currency, on the business, to performing a global review of customs 
duties and tariffs. The role wQl also develop into acting as the in-house 
consultant for all finance related matters. 

An MBA from a leading business school and preferably a Chartered 
Accountant or CPA you wifi bare a minimum of three to four years’ 
finance or corporate planning experience with a m^jorgjoba] corporation 
or be working for a reputable management constdtaocy firm. 


circa DM 190,000 + a nmi al bonus + car 
Cultural awareness of the German marketplace and fluency in Rn rfMh 
and German or French are pre-requisites. Preference will be for 
individuals with branded consumer products knowledge coupled with 

strong prqject management experience. You wffl be a highly motivated 

team player with initiative and good oomnmnicatkm 


This is an outstanding opportunity to join a high profile multhutiood' 


opportunities to Vice President level are euedfeot and foe 
depending oo experience, wifi indude an annual bonus, company car and 
the fringe benefits associat ed whh a position at this level 


Interested applicants please send a fan rtsum*. quoting reference 
number 2674/02 to Anthony Cook at Morgan & Ranir^ p£c 
Brettenham House, Lancaster Place, London WC2E 7EN or if you 
prefer, telephone 0171 240 1040. Fax Number 0171 240 1052. 
E-mail; info® moiganbanksxo.uk 


Internet Home Page: htto//wwwjnoiganbanks.coiiLau 


appears in the UK edition every Monday, Wednesday & Thursday 
and in the international edition every Friday. 

For further information please calUKart Loynton on +44 0171 873 3684 


Morgan b bav\fcs 
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• Sweden 4 


United States 


Australia • 


^^Burmahcastroi 

FINANCE DIRECTOR 

Swindon c.£ 50,000 + bonus + car + benefits 

chemicate^^ttinafeiaar^a the O biiKon-tumover lubricants and 

deep mining industry workforirffL*!^ P^uctto" and suppJy of value-added products to the 

a small wrth over f oas bases »n Eastern Europe. USA, South Afnca and Australia. Joining 

expansion In nSuwSSLongnSS "* ** ^ invatvBli 10 aij areas ** financial management and the planned 

The role ___ 


• strategic direction and leadership in 

SS™ 96 ™ 1 ' Tand “ ,muniMlions 

• 00 aU flnanc * a| matters including 

• Performance measurement and review strategic 
options and negotiation of new ventures 

• travel widely to support and advise overseas 
^eraJore,ensurhg the consistency of information 
and standards and the professionalism of 
financial staff 

• drive the implementation of effective control systems 

• ensure fuD compliance with Burmah Castro) and 

weal reporting requirements. 


The person 

• graduate qualified ACA or CIMA with 10 years’ post- 
qualification experience, including 5 at a senior 
financial management level within a blue-chip 
international organisation 

• technically competent In cost management, process 
refinement, acquisitions and budget planning 

• excellent commercial acumen and skilled m 
leading and supporting the development of small 
businesses 

• understands IT process and services in a changing 
environment and on a global scale; exposure to 
business in Eastern Europe useful 

• strong analytical and interpersonal skflls. 


SSaL?!!5! SL?JS , SJ5?!? of current remuneration to Yotande Leroy-Evans. Executive Search and Selection. 
Ran Q40S/YLE/FT. RA Consulting Group. 123 Buckingham Palace Road. London SW1W 95R. 


Pffloas: 

Loadon (0171)7300000 
SbwtaBham (0121)454 S?9i 


GUsflOw (0141) 221 3954 
EdbibufBli (0131)225 4481 
Iknhnur (0101) 236 4531 


Luxembourg 0 Japan 


Hong Kong 


Financial Controller 

to DM 18 OK -r Car + Stock Options 


Hamburg 


Our client is an internationally renowned 
software market leader with an enviable record of 
profitable and successful growth. To further 
complement their success they are now seeking an 
exceptional Finance Controller to be based within 
their established and highly dynamic German 
subsidiary. Reporting to the Managing Director, 
you will be charged with the control of all 
financial and administrative functions plus the 
fulfilment of logistics functions and will play an 
integral part in formulating strategic policy and 
direction. . 

Ideally, you will be a qualified accountant with 
a proven track record within the high-technology 
industry, possessing exemplary people and 
change • management skills coupled with 
considerable appreciation of costing, purchasing, 
HR and production. 


This high profile role requires an international 
business focused professional with commercial 
acumen, determination and the ability to 
persuade and influence. First class 
communication skills and a down to earth 
operational style are a prerequisite. 

In return the company offers a competitive 
remuneration and benefits package with the 
opportunity to be involved at the front end of the 
business. 

If you have the skills and drive for this key 
role, please call or send your CV, quoting 
reference: FT9760, to: Hamilton Parker 
Associates, Doncastle House, Doncastle Road, 
Bracknell, Berkshire RG12 8PR Tel +44 (0)1344 
360100. Fax +44 (0)1344 852500. 

E-mail: hpa-info@hpa.co.uk 




Hamilton Parker 

mmmm associates mmmm 



Financial Planning Manager 

Prominent Rail Franchise 


£45,000 + Car 


London 


Critical finance appointment for proactive change manager to 
initiate and drive forward profit improvement post privatisation. 


THE COMPANY 

♦ Franchise holder for high volume commuter service. Newly 
acquired subsidiary of nu]or UK pic 

♦ Group committed to (rowing industry share. Significant 
investment plans to increase revenue across alt group 
companies. 

♦ Critical financial input to business strategy and operational 
support. S lg i i fic ant pote ntial for d e ve l opment youp wi d e. 

THE POSITION 

♦ Manage strategic planning, budgeting and forecasting 
processes. Supervise mana g em ent accounting and deliver 
decafled variance analysis. 

♦ Drive profit improvement and improve operational 
efficiency in line with strategic mission and newly 
competitive environmen t. 


♦ identify and evaluate commercial opportunities. Devise 
initiatives to increase revenue and profitability. 

♦ Report to Finance Director and manage team of qualified 
analysts. Uaise extensively at Board leveL Proactively manage 
change across the business. 

QUALIFICATIONS 

♦ Qualified Accountant with upwards of four years’ post* 
qualification experience. Track record managing high-calibre 
commercial finance team. 

♦ Business pianrang and analysis experience with a record of 
implementing change In pursuit of c orporate objectives. 

♦ Commercially astute and technically excellent. First -class 
communication skills all levels. Dynamic and ambitious. 


Please send full cv. stating salary, ref LG7I005, to NBS, 54 Jerniyn Street, London SWIY 6 LX 
Rue 0171 491 0447 Ted 0171 493 6392 

Aberdeen- Bm w^ ham - Bristol - CjttSB - Cky • Ednfauqft - Gtagow Leeds - London - Manchester - Radtex • Sfcx^i - Madrid • Paris 


NB Selection 


A BNB Resources pic company 


NBS 


Financial Management 
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."H"” '* **’ hr:nJ H-oriduiJc. 

The Datvsor of" Finance 
will join %’csImv tVmbuior . Ltd - die wholly owned mbudiarv of 
Ltjrurdi-Mamm responsible lor dir nurLctnu: and ifiimtuiuon of our 
brniti'- in ihr UK consumer via (hr wholesale, mail and bcenred 
trade. Tliv company n a iiilx of well established Livournn like Bacardi 
rum. Martini Extra Dry* and G lei insurance and uicvesifol nwv brands 
sui h as .Metz. Uacurdi Spice. Ureezer. and L '2. 

SuSuniul investment u) new product devrlopnitni n having an 
cs cel In ii el fee I on overall perlbmunce and provides an opportune 
mite io srreir^rhen the finance functions conmbunon. 

NX or kmc; with senior colleagues you svill be managing and developing 
a ulenied ream, providing assured financial input to the company's 
plans, lb masts and devrui ill making procedures. I Vnimrwrjuiu; an 
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SO 9002 Regscered 


Director of Finance 

Outstanding opportunity unth premier global brands 
Southampton , UK £ substantial package 


undemanding of a mark earn; driven environment, sou svill contrihuie 
to the business with a pro-active. profit led approach, whilst enhancing 
tbc profile of finance within this arena. 

You will be an exceptionally talented, graduate qualified accountant, 
with revent experience of tile CPG FMCG sector, able to 
commumcate 3C aD levels and convey energy and enthusiasm lor the 
business. While technical ability is important, more interesting will be 
your abilities to add real value to the commercial process and vour 
career ambition. 

Imerrsrcd candidates should write enclosing lull career and salary 
drtaik to die advising consultant. Richard Wilson, ai Questor 
International, 3 Burlington Gardens. London W1 X I LE. Please quote 
reference 2317. Tel: <1171 292 K3>*J. Fax; »U 71 287 5-157. 

E-maiL pd@questorim.com 
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S0CIETE EUROPEENNE DES SATELLITES 


Soddtd Europtienne das Satellites SA. (SES) is a private 
company having Its headquarters in BMzdorf, Qr and- 
Duchy of Luxembourg. SES owns and operates the ASTRA 
Satellite System which broadcasts television and radio 
channels throughout Europe. Revenues now are In excess of 
£ 280 milDon and growing steadily. 

We have an immeefete opening for the position of a 

MANAGEMENT ACCOUNTANT (mfl) 

Reporting to the Controller you wOl participate in the business 
pfenning and forecasting processes and in the evaluation of new 
business opportunities. You win work as part of a smafi team which 
Interfaces with and assists the budget holders and affiBatea to devetop 
business plans, operating budgets and subsequent performance 
measurement and analyste. ... 

You wS also be &i charge of continued implementation and morwonng 
of company poOcfes and procedures. 

The successful candidate should meet the foflowing criteria: 

• be a qualified Chartered (AG^ or Management Accountant (ACMA) or 

equivalent; 

• have 2 years experience In a multicurrency environment; 

• be fluent h spoken and written English + either French or German: 

• demonstrate good communication abilities at aB levels, team spirit 
and a proactive approach; 

- possess strong PC skiHs including financial modelling & preparation 
of presentations; 

• have the abifity and wWngness to integrate into a truly International 
environment in a fast growing high-tech business. 

We offer you a permanent employment for a challenging position 
in a growing testing industry and a remuneration package 
comrmrtsurate to your profSe. 

jf you are interested in being part of on- professfor^finarKrial 
team, please send y our handwritten appBcatum + CV typed 
fn English +■ photo before 31 October 1997 to: 

a Soda* Enro p fie nne das Sateates 

^ Human Resources Office 
(BefJT/ICWT) 

L - 6815 Chateau de Betedort 
Qrsnd-Duchy of Luxernboug 


r 
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New Financial Times Appointments Section 

Trading Places 


For the announcement of changes to senior 
personnel within your company contact: 
Ban Bonney-James 

on +44 171 873 4015 



FMS 
Finance and 
A cmmU ncy 
Recruitment 


m «r 


Regional Finance Director - Far 

Malaysia c£/ 0.000 + Benefits 


Ourcfierrt is a global organisalion with the meet impressive brand portfofo in its 
market sector. With a reputation for quafity and excelence throughoirf the world, 
our cSent now seeks to recnit an inpreesive incSvidual for a Senior Finance rob In 
their manufacturing businesses In the Far East region. Reporting to the Regional 
Operations Director the duties of this rote win encom p ass: 

e Development of regional mareJacturing strategy 
0 Evaluation erf capital eoqsendhure and future investment plans 

• Responsibility for afl fiscal issues, ensuring strong financial controls throughout the 
region 

• Providing leadership and career development of key finance executives in the 
region 

You wi possess strong analytical, pl anning and commercial problem solving skfis 
with a minimum of 6 years POE. combined with experience of mflueneng group 
strategy. You wfl also be a highly motivated incfividual preferably with International 
exposure. 

Io cfiscusB this opportunity telephone Jason Gasparro on +44 f0)1 71 4054161 
quoting reference no: 5381 3 or alternatively send your detais to the address below: 


5 Bream's BuiOngs mm _ _ 

Chaneay Lena S 

London EC4A1DY g g 

Tat 0171 40S 4161 J’ 

Fax- 0171 430 1140 'ttyy 

E-Maa (msepsd.es j* ccvenaactKonB 

bxorrva «Kww.peacai* 
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VUCHOT WARD HOWELL 




Group Financial Controller 

Edinburgh 


Scottish Widow's is one of the 
largest providers of life and investment 
products in the UK. Recent wide-ranging 
linkups in the financial sector and the 
continued strong development of their 
core business has created an opportunity 
for an experienced finance professional 
to join this independent mutual group 
in Edinburgh. 

Reporting to the Group Head of 
Finance, your responsibilities will include: 
• Development and. management of the 
financial reporting, financial planning and 
control functions of the group. 

■ Working closely with operating 
companies to develop Group financial 
information and monitor business 
performance. 


• Managing the Group’s statutory and 
regulatory processes, liaising with senior 
management throughout the organisation. 

Candidates will be qualified 
accountants with financial sen-ice 
company experience at a senior level. 
Strong intellect and sound business 
acumen are essential attributes as are 
excellent communication skills and the 
ability to think strategically. 

Career development prospects are 
good and the remuneration reflects our 
determination to attract a person of the 
appropriate calibre and experience. 

Candidates should send their full 
CV, quoting ref: 102 to: Elizabeth Barker, 
Prosearch limited, 23 Buckingham Gate, 
London SW1E6LB or Fax 0171 8289967. 


SCOTTISH WIDOWS 
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FINANCE 

DIRECTOR 


and acquisitive group engaged 
in the provision of specialist 
services to a genuinely Bhe Chip 
client base. A proven 
commitment to quality allied with 
a carefufy phnned growth 


Yorkshire 


to build on an already enviable 
market position. 


To £40,000 
+ Car + Benefits 



Raporting to and working 
closely with (he Group Chief 
Executive, you will play a 
pivotal role in the strategic 
development of the group. You 
will assume responsibility for dJ 
statutory and management 

reporting; the enhancement of 
financial control procedures; 
systems implementation and 
development; os vyeil as 
providing suppog.and 
guidance to operational 
managers on key comme r cial 
issues. 


success within a customer 
focused environment. A strong 
personality, sound commercial 
judgement and ihe ability to 
Communicate effectively at all 
levels are considered 
prerequisites for success within 
the rob. Flotation or acquisitions 
experience whilst desirctoie is by 
no means essential. 

Please write with hill career 
and salary details to James 
J. Russell at Harrison WTffis, 
Joseph's Well, Hanover 
Walk, Park Lane, Leeds 
153 TAB, fax Oil 3 245 6347. 
A l te rna tively, p le a s e 
telephone him on 
0113 246 1671 for an 
informal discussion. 

E-mail: 

leeds@hwgroup.co.uk 

Internet: 

http://wvwhwgrwp.com 


A qualified accountant of 
graduate calibre and probably 
aged 30+ , you wifi be able to 
demonstrate a track record of 


HARRISON 

WILLIS 


"<HVv 

< • :< ij i., v 
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INVESTOR IN PEOPLE 






Robert Half International, the world's largest financial recruitment organisation is delighted to 
announce the launch of RHI Management Resources. This is in direct response to our clients 1 demand 
for senior and management level financial support, working on an interim basis. 

Our latest comprehensive annual survey of accountancy trends reveals that nearly 70% of companies 
rely on temporary resourcing solutions for financial staff. Yet of these, only a little over 12% are able 
to call on additional senior management support for major strategic projects in spite of the fact that 
restructuring, relocation and radical systems developments may be critical to the future of every 
competitive business. 


If you are Interested in interim assignments... • 

we are able to supply an extensive range of a tt racti ve and challenging assignments which will offer 
you an enhanced choice of opportunities, combined with our full support in marketing your services. 
If you, in turn, can combine high level financial management stalls with adaptability, confidence and the 
desire to experience new environments, your next move is to talk to us. 

Some recent assignments have included: 


As the world's largest financial recruitment organisation, we are ideally placed to respond to this urgent 
demand for interim partnerships between our client companies and senior financial professionals. 


If your company needs Interim financial management 
support— . 

we can provide experienced individuals or specialist integrated teams to fulfil any requirement - from 
start-up, through to change management, to full business re-engineering - offering an intelligent 
approach to interim management resourcing -which mutually benefits our client organisation and our 
candidate. 


• Acting Finance Director for newfy acquired business 

• Manufacturing Controller to implement MRP system 

• Project management for pan-European systems development 

• Business Analyst to review and evaluate major contracts 

• Preparation of business for flotation 

• Treasury Manager providing long term sickness cover 


approach to interim management resourcing which mutually benefits our client organisation and our — so for further inform a t i on on financial resourcing solutions from RHI Management ' 
candidate. Resources, please contact your nearest office. — - - • • - 

BRISTOL: Mark Dichfer. RHI Management Resources, MJddlegate, Whltefriars, Lewins Mead, Bristol BS1 2NT. Tel: 0117 993 5400 Fax: 0117 993 5401 D 1 IT MANAGEMEN l 

MANCHESTER: Deborah O'Donovan, RHI Management Resources, Brook House, Spring Gardens, Manchester M2 2BQ. Tel: 0161 236 O101 Fax: 0161 236 1024 1 11 || T3 TT?n?C w 

SOUTHAMPTON: Angela Gaffney, RHI Management Resources, 6 The Carronades, New Road, Southampton SOI 4 OAA. Teb 01703 233131 Fax: 01703231650 I ... JVLjJv/UInL. 

WINDSOR: Phillip Griffiths, RHI Management Resources, Princess Beatrice House, Victoria Street, Windsor, Berks, SL4 1EH. Tel: 01753 857777 Fax: 01753 841676 
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Finance Director - 
UK Operations 


- Sates Oriented Multi-Site Manufacturer - 

M62 Corridor c £45,000, plus substantial boms, phis car 

rV 1 he client is a substantial and dynamic UK operating subsidiary of a major US 


CENTRAL EUROPEAN TAX PLANNING MANAGER 


Prague based 


TESCO 


Excellent package 


T he client is a substantial and dynamic UK operating subsidiary of a major US 
Group. It has multi-site manufacturing and distribution facilities and its highly 
focused sales organisation reflects die very competitive nature of its marketplace. 


-A. focused sales organisation reflects die very competitive nature of its marketplace. 
The role has been created by the company's growth strategy which has resulted in a 
need to strengthen support for the business. Reporting is into the European Head of 
Finance and as pan of the UK general management team, the prime responsibility is for 
the full financial management of the UK business. There is a department of 18 staff 
including a number of qualified accountants. A key responsibility will be to provide the 
financial and commercial leadership to enable the sales and manufacturing organisations 
to define and achieve their business objectives. The position will suit a commercially 
aware individual of the highest calibre with good team leadership skills and the courage 
and ability to challenge existing business processes. Aged 32-45. a graduate chartered or 
management accountant is required with experience at subsidiary divisional Director or 
Controller level in an inremaliottal manufacturing group. Previous experience inside a 
strong sales culture is important and some understanding of US reporting and 
matrix organisations is ideally required. The management style is highly professional, 
open and challenging and in this sense a positive approach coupled with 
good communications skills will suit the culture. The career development 
prospects within the group are excellent and there is a full range of executive benefits 
including significant bonus potential. Relocation will be offered where necessary. 
Please forward ia absolute confidence a foil curriculum vitae 
to Adderley Featberstoae pic, BowdifTe Coart, Bowcllffe Hall, 


Branham. Leeds LS23 6LW. Tel: 01937 S41402. Pax: 01937 841403. 


ADDERLEY-FEATHERSTONE P i< 


Ewica tiv c Search m Mmuuad Sdoctk m m Hama towia Can.i lnnrj 


LONDON • BIRMINGHAM • BRISTOL - DUBLIN ■ GLASGOW - LEEDS - NEWCASTLE 


The UK's No.1 food retailer, Tesco has over 700 stores throughout England, Scotland. Wales and France. The company is also 
rapidly expanding into Central Europe - and, so far. has over 100 stores In Roland, the Czech Republic, Slovakia and Hungary. 
Ottering customer* gxceBent value for money through managing Improvements in the sales mix, better buying and -more efficient . 
sourdng, sales in this region continue to be encouraging as the stores trade in line with Testa's expectations. 

Clearly, this Is one of the most dynamic companies in the region today. With a reputation for innovation, world-class management 
teams and highly trained and motivated staff at all levels, Tesco is committed to staying at the forefront of IPod retailing. 

To develop its business in Central Europe, Tesco now requires a local tax specialist to take on responsibility for tax IssUas In the 
region. Supporting focal Finance Directors, this person wifl build a detailed knowledge of Tesco companies in Central Europe and 
.provide a coordinated approach across the region. This wffl involve managing all taxation issues, advisfog on tax planning and 
overseeing compliance matters. 

The position: Reporting to the UK-based Director of Tax, you will be respons&te fon- 

- supporting Tesco companies in the region across a range of tax issues - including corporate tax, VAT, customs and excise; 
as wen as employee lax planning and advising on local tax and cross-border tax issues; r ; 

• monitoring and responding to changing tax laws, and interpreting statute law in the various countries; 

• co-ordinating tax investigative activity and group reporting; 

• developing dose ties with Tasso's Finance and Commercial functions in planning and executing tax strategies; 

• integrating tax planning Wo long-term strategic plans and monitoring tax efficiency. 

The person: The complex tax legislation and accounting polices of the region require you to have the following quaRflcations:- 

• a qualified accountanl. preferably ACA or equivalent: 

• 2-4 years' experience in Central Europe with an accountancy practice’s taxation department or multinational tax department; 

• a detailed knowledge of current tax taws in the Czech RepoWte. Slovakia, Poland and/or Hungary. 1 

• excellent communicatfon and interpersonal skWs; 

• the ability to communicate in one or more of the region's languages. 



11 you fee) that yog have the necessary qualifications and are interested in this career position, please 
forward your CV and a cover letter, quoting reference TSC TPM 97 12. to Antal International, at either 
Rakoczi ut 42, 1072 Budapest Hungary: tax: 00 36 1 287 9104. Or Betiemsky Ptiiac, Huaova 5. 110 0 
Prague 1; fax: 00 4202 24 401 259. 


Antal International 


"A Global Recruitment Solution Applied Locally 


UK » CZECH REP » FRANCE » GERMANY • HUNGARY • ITALY * POLAND * ROMANIA • RUSSIA • UKRAINE • USA 


^JROSI^ 


Appointments Advertising wr. 


Finance Director 


EuroMart seeks a Finance Director w*lh 5-10 years experience to oversee its start-up 
operations to Ukraine. The Director will develop and Implement finance and accounting 
systems for the lirm and be responsible for financial reporting, profil and loss, 
compliance and lax filings. This key position will set policies on payment terms and 
deal directly with our international suppliers. The position oversees the Chief 
Accountanl bookkeepers and cashiers as well as the International accounting firm. 
Certifled/Chartered Accountant with Big Six background required- Ideal candidate has 
retail, wholesale or cash & carry experience. This key position otters competitive 
salary, expalriot package and bonus plan. 

Respond with work history and salary requirements to: 

General Manager 
EuroMart Cash & Carry 
uL Wachocka 1/3 House #15 
03-934 Warsaw; Poland 
Fax: *48 (22) 616-0759 

EuroMart Cash & Carry, based In Kiev, is a chain of wholesale cash and carry 
locations selling the largest selection of consumer packaged goads In the Ukraine. 


appears in the UK edition every Monday, 
Wednesday & Thursdays nd in the 
international edition every Friday. For 
further information please call 
Karl Loynton on +44 0171 873 3694 


LesEcho 


FINANCIAL TIMES 


lr QmUiifioi Jr rEanmar 


The FT can help you reach additional business 
readers In France. Our link wtth ihe French 
business newspaper, Les Echos, gives you a 
unique recruitment advertising opportunity to 
capitalise on the FTs European readership 
and to target the French business world. 

For information on rates and further details 
please telephone: 

Toby Finden -Crofts on +44 171 873 4027 


FINANCIAL DIRECTOR 

(Designate) 

North East £40400 + Benefits 

Th fTnmiMlW 

! Wiih a turnover in excess of £I4 oi our Client is a highly 
successful importation and distribution c ompany . At a leader 
within their particular field they enjoy t reputation both in the 
tinned Kingdom and m many export marixtt. 

The Rate 

Yon wil] immediately take responsibility for all ranagement. 
customer liaison etc. Yen will within i short period of the 
time become the Financial Director and join a truly 
nneraatianaJ and dynamic boaxd. 

The Person 

As a qualified accountant, probably aged between 3D and 40. 
you wflt have waked within a distribution environment and 
have considerable import and export experie nc e. You will 
need to be a “hands on” Individual who enjoys working 
within a mm environment and possess plenty of energy and 
drive. 


If you are merest in further information please send your CV 
as soon as possible to: Box A524S. Financial Times. 

One Southwark Bridge, London SEl 9HL 


ACCOUNTING SERVICES CONTROLLER 


BRAND LEADING CONSUMER GOODS 


YORKSHIRE 


PACKAGE TO £60,000 


• Exceptional opportunity to join this successful 
5, multi-mill] on turnover branded pic as it moves to 
the next stage of its devdopmeoL 

• Reporting to the Finance Director, the main 
purpose of this important role is to provide sound 
and comprehensive accounting services across the 
group, adopting and developing UK best practice. 

• Key challenges in this role are to motivate and 
develop a young and enthusiastic team to provide 
the highest levels of customer service whilst 
recommending and imple m ent in g leading-edge 
developments. 


blue chip company. History of financial control in 
a team based environment and experience of 
applying solutions to enhance financial 

effectiveness, through systems and staff 
development. 


• Strong commercial acumen and creative flair 

with intellectual ability to manage multiple issues 
and teams. Must have maturity and credibility to 
create effective relationships throughout the 
business and act as an ambassador for corporate 
goals and values. . 


• Qualified Accountant (preferably ACA), with 
comprehensive understanding and sig nHtrant 
track record in financial management in a leading 


• This role Is key to ensuring stability during a 
period of rapid company development Broader; 
long-term opportunities exist for the right 
individual. 


no*e apply fa writing quoting reference 1513 
wtth fan c are er and salary details to; 

Toby Lapagc-Nonis 
Whttebcad Sel ec tion 

4 The Courtyard, 707 Warwick Road, Sotihsdl 091 50*. 
TeL- 0121 709 0909. fine 0121 709 0479 

ttttpVAvww.gbDct.co.uk/wlittehead 


Whitehead 
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FINANCIAL TIMES FRIDAY OCTOBER 


10 1997 


Appointments 



INVESTMENT BANKING 


C++/UNIX 

£30K - £45K + BONUS 

International banking group seeks developers with a 

^T l ^°i° neyear ' sC " /lJnbl ac ^ rtix join a 

ft!? leam - d ^toping ™ derivatives 

system for Rt. Fixed Income and Equities. Candidates with 

C++/NT/VB/OERWATTVES 

*35K -&50K + BONUS 

Growing front office group are currently expanding their 
equities business and require mulri-skilied developer*. 
These are ’hybrid' roles which require strong diem server 
development skills coupled with a good understanding of 
the investment banking sector. A combination oF C*+. 

Sybase. Visual Basic and Derivatives experience is 
absolutely essential. These are business focused roles with 
appropriate financial rewards. 

C+ +/EXCEL/FIXED INCOME 

£35K - £45K + BONUS 

Financial engineers required for the fixed income analytics 
group of this premier investment bank. Situated on the 
desk you Will develop a toolkit for analytics, srmregists and 
modellers utilising C+*. Excel and your fixed Income 
business knowledge. Rapid career development 
guaranteed for high flyers. 


QUANTITATIVE ANALYSTS 

&30K -£60K + BONUS 

Firm wide risk, group of this leading US inrcsMicni bank 
seek quantitative analyses to work with traders and 
strategists. You raw have strong knowledge of pricing 
derivatives coupled with solid progmntnting skills. Duties 
will indude price verification, the review of mathematical 
formulas and the development of alternative methods. 

C++/ORACLE 

£35K - £55K + BONUS 

Pre-eminent global investment bank seeks financial 
engineers to join a team charged with the build of a risk 
management system. Utilizing your extensive 0*/0hject 
skills you will contribute to the w. hole life cycle 
development of the system. Preference will be given to 
candidates with distributed systems and business 
expertise. Fast-track career development with superb 
financial rewards. 

SYBASE 

£35K - £5?K + BONUS 

Global derivative, house seek a relational database expen 
with a minimum of one year’s Sybase expertise. Joining the 
front office equities team, your role will encompass life 
cycle development, database design and related 
performance issues. There will be extensive contact with 
the traders and development teams on the development of 
their main trading application. Rapid career growth. 




The people the City turn to first. 

Many of our clients also offer Contract opportunities requiring the above skffls. 

This te pjst a smaH selection ol the quaRy positions we have available. To discuss your options cad Paul Wilkins on 0171 287 2525 
or tax your CV to us on 0171 287 9688. Or alternatively, please write to us ai ARC Recruitment. iS-1 a New Buffington Street, London W1X IFF. 
_ E-mail: arc@ltJotos. eo.uk 


Recruiting Excellence 

Following the successful merger of the NBS IS/IT practice and 
Goodman Graham^ IS practice, we are delighted to announce the 

launch of NBS Technology 


NBS 


7 Shaftesbury Court, 
Chalvey Park,. Slough, 
Berkshire SL l 2ER 
Tel: 01753 736633 


Specialist NBS Technology offices at: 

8 Beaumont Gate, 

Shenley Hill, Radlett, 
Hertfordshire, WD7 7AR 
Tel: 01923 851265 


21-26 Garlick Hill 
London, EC4V 2AU 
(specialising in City IT) 
Tel: 0171 379 1070 


Aberdeen • Birmingham • Bristol • Cardiff • City • Edinburgh • Glasgow • Leeds 
London • Manchester • Radlett • Slough - Frankfurt • Madrid • Paris 


FIXED INCOME 
Quants Analyst / Developer 


EXCELLENT PACKAGE 

In order to sustain their dynamic growth, our client, a leading global investment bank, requires business 
orientated, mathematical technologists- The successful candidates must be able to demonstrate the talent, 
motivation and maturity to succeed in an environment where over achievement is the norm, and an 
international perspective is essential. 

Opportunities have been created within the Fixed Income Division, these will involve developing new 
systems for global pricing models and liaising extensively ‘with the trading floor. A significant expansion plan 
and strong commitment has been applied to the development of state-of-the-art quantitative models for 
pricing, hedging and valuing securities and derivative instruments. 

Ideally you should possess the following: 

■ 1 years commercial experience 

• A good degree ( 1 st or 2:1) m a mathematical, statistical or engineering discipline is required (PhD would 
be highly advantageous) 

• Strong C / C++ programming skills 

A strong training structure is in place to provide personal development, IT and financial market courses, for 
those who have a proactive approach and the need to succeed. 


If you are interested in the 
above positions, please contact 
Danielle Lorenz or Jonathan Leigh 


investment banking 

17 St Helens Place, London EC3A 6DE 


1M: 0171 335 0005 
Mobile: 0976 721 437 
Fax: 0171 335 0008 

Email: job@huxley.co.uk 


Contract/permanent IT Management 
Position Required 


in SE Asia, 
fully utilise 


British national, 7 years working 
seeding challenging position to 
experience gained. 

Positions : MIS Manager, Regional MIS Manager, 

Held Operations Manager, General Manager 

Should your organisationfeel myex perience would 

Email: collins@clara.net 
Tel: 0171 702 2951 


Tuesday 21st October & 

Thursday 23rd October 1997 

Career Change 

evening seminars for fast-track professionals 


Careers in Information Technology - 
YOUR OPPORTUNITY TO EMBARK ON A COMPLETELY NEW 
CAREER WITHIN A LEADING INVESTMENT BANK 


In your academic life you made a huge personal 
investment in your knowledge and skills. You have 
high ambitions and aspirations to achieve. 

But where? 

You are motivated by challenge. You aspire to bo- 
part of a global industry. You are fascinated by 
technology and innovation and want a career 
where these are at the heart of success. Investment 
banking seems to meet these criteria, but you want 
to Isarn more. So what next? 

It these aspirations strike a chord, you should 
attend our forthcoming seminar which is aimed at 
top calibre graduates who seek challenge, 
opportunity and career development in the globe! 

financial markets. 


The evening wiii bo informative but informal. You will 
hear about BZW, careers in technology and about 
specific opportunities, direct from the BZW team. 

As to your background, you may be in technology 
or just thinking about making the move. We are 
flexible about recent industry experience and 
previous financial services knowledge is not a 
prfl-requisite. However, a career in BZW Technology 
requires strong intellect, a good dagree, excellent 
communication skills and the ability to work in a 
team. Age ranee sought is 23-23 with 2-5 years' 
experience gamed within a blue-chip environment. 

II you are interested in attending the seminar, 
please forward your current cv immediately ic 
Sarah Mc-adows at: 


The Wreay Partnership, 150 Regent Street, London W1R 5FA. Fax: (0171) 432 0344 
email: WREAY@compuserve.com 

You wili then be contacted by return to discuss ihe next stage in the process. 


"*£•; % y 


London 

Our client is the investment management arm of one of the 
world’s leading Wnam-iai institutions with substantial assets 
under management. The group has recently implemented a 
complex state-oFth e-art risk management system which is 
intended to form an integral part of the portfolio managers 
analytical tool IdL 

There is now a requirement for a Senior Project Manager to 
take responsibility for support and future development of the 
system, initially in London and. potentially on a global basis. 
The responsibilities win include: identifying the necessary 
functions required to support the system, recruiting and 
managing the necessary resources and carrying out 
significant development work. 

The preferred candidate will have a strong quantitative 
academic background and five to seven years’ application 
development experience, preferably with an investment 
bank. Working with the latest risk management technology, 
you should also be able to communicate at a very Ugh level 

Emait infoOmoiganbaiiks.co.uk 


Competitive Package 
with investment professionals on the application of 
investment and risk management (eg VAR) theory. 

You must have high fluency in object orientated 
programming, database techniques, Unix/Windows 
operating systems and high level programming s kills 
(G*-+v Visual Basic, etc). 

This is an outstanding opportunity to join the investment 
management arm of a major global bank. Career 
development prospects must be viewed as excellent. The 
remuneration package includes a competitive base salary, 
dependent on experience, plus a bonus and a £uU range of 
banking benefits. 

Interested applicants please send a full rtsunfe, quoting 
reference number 2663/41 to Siobhan Leahy or 
Gemma Fesemeyer at Morgan & Banks PLC, Brettenham 
House. Lancaster Race. London WC2E 7ENor if you prefer, 
telephone 0171 240 1040. Fax Number 0171 240 1052. 

httpy/ wwwjnorganbanks. comau 
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Join a Leading Financial Engineering 
and Investment Management Team 


r? 


Excellent Salary + Bonus 

An international Investment Management Firm, with an 
oulsiaixfing reputation in global financial markets, is currently 
seeking to recnat two individuals. 

Successful candidates wffl be working with a group of people 
responsible few pioneering some of the recent techniques in 
international poitfo&o management. The organisation utilises 
a sophisticated mix of mathematics, financial theory and 
market insight to constmd trading strategies worldwide. 

The Firm prides itself on a group-approach to its business and 
Ihe talent, dynamism and energy of its employees. 
Accordingly, each candidate should have the drive and 
(fispodtkHi to excel in a small, friendly bid dynamic team 
based env ir onmenL 

Experienced Tirader/Strategist 

The person wffl be a market strategist and execute trades. He 
or she wffl also take an active role in research and risk 
management Ibe requirements are: 

* 2 to 3 years batting experience in fixed income markets 
(prefeohiy EEC Government debt and derivatives) * Strong 
quantitative skills with an advanced academic de&ee to 
mathematics, eng in e e rin g or sciences, especially statistics, 
optimisation, numerical methods or econometrics * Good 
programming ddtk (Fortran or O ancVar SQL background 
together with significant experience in leading system 
development initiatives * Experience in financial modelling 
including quantitative hed^ng conceps and forecasting. 


Central London 

Database Developer 

Tbe person wfD be a key player in the design and 
implementation of critical database systems for trading and 
risk management and wffl be working hand-in-hand with 
traders and research strategists. This is a highly visirie role 
offering every opportunity to gain immediate exposure to a 
whole range of business functions and responsbiMes. 

A relevant academic background, practical computer 
progranuidngAelatianal database experience and database 
design, ideally Sybase and Itaasact SQL query optimisation 
and performance tuning skills are required. 

Progr amm ing experience in Unix, Peri and C would be 
advantageous. 

Good aptitude in basic cakuhis. linear algebra and bond 
mathematics and statistics knowledge would be benefidaL 


For more information please call Rnth Vdenakt on 0171 
307 3106, or send your CV to her at Th toman information 
Systems Rrrsor dng, Portland House, 4 Great Portland 
Street, London WIN 5AA. Fun 0171 367 3101. E-mail: 

m rh uffl Uiihuii i nk rniii 
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Appointments Advertising 


appears in the UK edition every Monday, 

Wednesday & Thursday 

and in the international edition every Friday. 

For further information please caii:Mark Cunnington on 

+44 0171 873 3761 
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INTERNATIONAL CAPITAL MARKETS 


Prices fall sharply in heavy trading 


GOVERNMENT BONDS 


By Simon Davies in London 
and John Labate 
in New York 

Government bond markets 
tumbled In heavy trading 
yesterday, as they responded 
to German interest rate 
rises, the collapse of the Ital- 
ian government and contin- 
ued concerns over the com- 
ments on the US economy 
made on Wednesday by Alan 
Greenspan, chairman of the 
Federal Reserve. 

The extent, and to a lesser 
extent the timing, of the 
Bundesbank's rate rise came 
as a shock to the market, 
despite a newspaper leak in 
Germany yesterday. 

Phyllis Be van, European 
bond strategist at Barclays, 
said: “It is hard to make a 
domestic case for increasing 
rates in Germany. The 
potential problem now is 
that a strengthening D-Mark 


snufls out Germany's export 
recovery." 

On London's Uffe. which 
had its busiest day since 
May 1994. GERMAN BUND 
futures settled 0.8 lower at 
102.49, with more than 

340.000 contracts traded - 

120.000 more than on 
Wednesday. 

The Bundesbank justified 
the move on the basis of 
domestic issues, such as 
imported inflation from the 
recent strengthening of the 
D-Mark. 

But investors saw the 
move within the context of 
converging European inter- 
est rates in the lead-up to 
Emu. finding it impossible to 
believe Italy and Spain 
would join Emu at Ger- 
many's previous interest 
rate level of just 3 per cent 

Andrew Be van. senior 
bond economist at Goldman 
Sachs, said: “Putting 
together the events of the 
last two days, a mildly bear- 


ish stance on global bonds 
looks justified. But the mar- 
ket is saying that conver- 
gence is still alive." 

It was certainly Emu 
convergen ce th at supported 
ITALIAN BTPs on the day 
Romano Prodi's 17-month 
old government finally 
collapsed. The December 
contract in London settled 
down 1.20 at 111.33, but the 
spread over bunds widened 
only 5 basis points to 68 
points. 

Riccardo Barbieri. econo- 
mist at Morgan Stanley, 
said: “There appears to be a 
lot of complacency over the 
political situation. However, 
if assembling the new gov- 
ernment turns out to be 
easy, then current valua- 
tions look justified." 

But there is undoubtedly 
significant market risk if 
there are problems in estab- 
lishing the broad coalition 
government now hoped for. 
The yield gap with bonds is 


still significantly tighter 
than a month ago, before the 
political crisis began. 

Most other European mar- 
kets marginally outper- 
formed bunds, in spite of a 
flurry of interest rate 
increases in other core Emu 
nations, such as Belgium, 
France and the Netherlands. 

The SPANISH BONOS 
future in Barcelona lost 0.74 
to close at 10&21 and the gap 
with bund yields was mar- 
ginally tightened. 

UK GILTS also outper- 
formed bunds, in spite of 
having opened lower on far- 
ther worries over the impli- 
cations of Mr Greenspan’s 
comments. 

The December future set- 
tled % lower at llBjg. More 
than 139,000 contracts were 
traded. 

The UK market got some 
support from the decision by 
the Bank of England's mone- 
tary policy committee not to 
raise Interest rates. 


Joanne Collins, senior 
market strategist at Nomura 
International, said: “Gilts 
are back to a win-win situa- 
tion. It is a safe haven for 
those bearish about Emu. 
But gilts also win if you 
think Emu will go ahead and 
the UK will be part of it" 

The only main govern- 
ment bond market signifi- 
cantly to underperform 
bunds yesterday was SWE- 
DEN. where the yield gap 
widened by 9 basis point s. 

In the US TREASURIES 
market, Mr Greenspan's 
remarks continued to rever- 
berate as the dollar weak- 
ened and Treasuries failed to 
hold on to higher prices 
reached in the morning. 

By early afternoon prices 
were mixed, with the bench- 
mark 30-year bond down & 
to 998, yielding 6.372 per 
cent 

Among shorter-term 
issues, two-year and 10-year 
notes were both unchanged, 


yielding 5.766 per cent and 
6.061 per cent respectively. 

Prices fluctuated through- 
out the morning, as some 
viewed the recent sell-off as 
a buying opportunity. 
"There were some large 
hedge funds on the boy side 
this morning as we reached 
market lows,” said John 
Spinello, government securi- 
ties strategist at Merrill 
Lynch. 

However, prices started to 
foil by late naming as the 
market consolidated, with 
many investors staying on 
the sidelines for the time 
being following the mar ket's 
sharp drop on the previous 
day, Mr Spinello added. 

A morning report on Job- 
less claims also added to the 
bearish tone. For the first 
week in October, claims fen 
by an unexpectedly large 
5,000 to 304,000. suggesting 
the labour market remains 
tight and economic growth 
robust 


Borrowers more active 
in US dollar sector 


New international bond issues 


INTERNATIONAL BONDS 


By Samer Iskandar 

The dollar sector regained 
momentum yesterday, after 
being deserted by borrowers 
for more than two weeks. 

Analysts attributed the 
pick-up to Wednesday's two 
percentage point fall in US 
Treasuries, which brought 
yields back up to attractive 
levels for investors. 

"A lot of investors feel the 
market has now turned 
around," said a syndicate 
manager in London. "But we 
are still at an early stage in 
the recovery and it is still 
safer to price new issues 
cheaper than similar bonds 
on the secondary market" 

For borrowers, an improv- 


ing swaps market made issu- 
ance more attractive than a 
few days earlier. With swap 
spreads widening by about 
10 basis points from their 
lows of recent weeks, bor- 
rowing costs have declined 
by a similar amount 

ROSE FUNDING, the large 
securitisation of corporate 
loans announced a few 
weeks ago by National West- 
minster Bank, of the UK, 
was launched yesterday. The 
$5.5bn of securities were 
issued in 12 tranches with 
different ratings and matu- 
rity structures. The lead 
manager was Nat West Mar- 
kets. the Investment bank- 
ing arm of the issuer. 

WESTPAC, the Australian 
bank, also tapped the dollar 
sector with a $500m deal 


described as successful by 
bankers. Lead managers 
Nomura and SBC Warburg 
said placement had been 
helped by an extensive road- 
show during the last two 
weeks of September. 

Nomura said the issue was 
well received in Asia, while 
SBC Warburg reported 
strong sales to Swiss institu- 
tional investors. A syndicate 
official said demand from 
Switzerland was buoyed by 
the large amounts of bond 
redemptions. 

METSA-SERLA, the Finn- 
ish forestry group, issued 
$3Q0m of convertible bonds. 
The proceeds will be used to 
reduce the company's 
indebtedness, in line with 
changes in F innis h corporate 
Jaw. 
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Two-thirds of the issue 
was sold to investors, while 
the rest was privately placed 
with Metsalitto, the control- 
ling shareholder. 

The securities were more 
than eight times oversub- 
scribed and ended the day 
two percentage points 


higher, outperforming a vol- 
atile market 

TURKEY launched its 
longest-dated deal in the 
D-Mark sector, with a 
10-year maturity, in a diffi- 
cult mar ket after the Bund- 
esbank's decision to raise its 
repo rate. 


Although the yield spread 
widened marginally in vola- 
tile afternoon trading, CSFB 
(Joint lead manager with 
Deutsche Morgan Grenfell) 
said it expected the issue to 
perform well as the bonds 
gradually filtered through to 
retail investors. 


CAPITAL MARKETS NEWS DIGEST 


Safta 1,000-year 
bond issue priced 

Edmond Safra, 65, one of the world's most secretive 
bankers, is Intent on proving his bank will be around long 
after most of his competitors have disappeared, wit h t he 
issue of a 5250m bond which foils due on October 15 2997. 

: Lehman Brothers, which is handling the private place- 
ment of the first 1,000-year bond, expects the deal to be 
completed within days. The issue, for Safra Republic 
Holdings, the Luxembourg parent of Mr Safra 's European 
private banking empire, carries a coupon of 7.125 per cent 
and has been priced at 99.161 to yield 7.185 per cent, 91 to 
98 paints over long-term U5 Treasuries. 

Leigh Robertson, general manager of Safra Republic, 
said it bad been looking for an instrument 'Very much 
like equity”. The company had not issued new equity 
since its flotation in 1988. Mr Robertson said the group 
was earning in excess of 13 per cent on its equity and was 
paying just over 7 per cent for new capital. 

'Die issue has aroused considerable interest in the US, 
where the government is known to be concerned for fiscal 
reasons about the growing number of 100-year bonds 
being issued since they increasingly resemble equity. It 
tried last year to stop allowing interest to be deducted for 
tax purposes on bonds with a maturity of more than 40 
years, but the proposal was rejected by Congress. 

Mr Robertson said that, contrary to some US reports, 
there were no tax advantages associated with the issue. 

As a Luxembourg company, Safra Republic does hot face 
the same rules on tax-deductable income as US corpora- 
tions. . ' William Hall, Zurich 

■ EMERGING MARKET FUNDS 


Regent Pacific targets Lebanon 

Regent Pacific, the emerging market fund manager. Is 
planning to launch a fond dedicated to investment in Leb- 
anese securities. The company is aiming to raise up to 
$50m from Investors and will seek to achieve capital gains 
by betting ona recovery in Lebanon's economy and finan- 
cial markets. ■ 

“The fund is aimed at Investors who recognise the bene- 
fits of the Arab-Israell peace process and the rapid process 
of economic liberalisation,” the company said. The Middle 
East is increasingly targeted by international investors 
seeking high returns. 

Analysts believe the region could attract a large propor- 
tion of funds fleeing South-East Asia after the summer's 
currency crises : Earlier this week. Sod fete Gfenferale, the 
French hank, also started raising funds to invest in the 
region's financial markets. 

Regent PacrSc-believes the Lebanese over-the-counter 
market, where price/eamings ratios are in single digits 
and dividend yields are high, offers more potential than 
listed securities or Global Depositary Receipts of Leban- 
ese companies. Its managers are also aiming to find value 
in utiiigteH companies, especially in the months leading to 
their flotation. Shmer Iskandar 
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WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


Date Coupon Prlca 


Btd Day ehg Wk chg Mortti Year 
Yield yield yeaid cha yld dig yw 


Australia 

D3/30 

8250 101.6741 

501 

+0.17 

+000 

-0.04 

-1.65 


10/07 

10.000 1289788 

609 

♦002 

♦002 

-000 

-103 

Austria 

OW09 

7.000 1048500 

4.49 

+0 18 

+0.19 

♦007 

+090 


07/07 

S.625 99-9100 

6.63 

+0.10 

+0.11 

-006 

-006 

Belgium 

04/99 

7.000 1030600 

403 

♦000 

+003 

♦003 

+005 


03/07 

6^50 1040900 

507 

♦0.11 

+0.12 

-007 

-007 

Cauda 

03V9 

4000 1000600 

304 

+0.04 

+008 

-000 

-051 


06/07 

7-250 111 6000 

5.65 

-0.09 

+0X17 

-005 

-1.11 

Denmark 

12/99 

6000 102.4100 

4.79 

*0.18 

+020 

+000 

+0.62 


11/07 

7000 107.1000 

604 

♦0.13 

♦0.11 

-0.10 

-0.68 

Frefand 

01/89 

110001060120 

408 

+0.14. 

+O01 

♦041 

+0.49 


04/06 

7-250 1090670 

5.73 

+0.11 

+ai4 

-0.14 

-0.72 

Franco 

11/99 

7000 105^000 

403 

+000 

+O01 

+OJ2 

+053 


10/04 

6.750 108-5600 

506 

+0.13 

+0.14 

+0.11 

-a 18 


10/07 

5000 33/1600 

507 

+0.11 

♦0.12 

+001 

-002 


lorn 

8000 38 4000 

8.11 

+006 

+0.04 

-0.15 

-003 

Germany 

06/99 

3-500 080500 

402 

♦004 

+005 

+006 

+0.78 


07/04 

8.750 108.1000 

509 

♦012 

+0.15 

+003 

-005 


07/07 

6.000 102-9000 

509 

+0.11 

♦0.13 

-007 

-005 


07/27 

6500 104.7500 

6.15 

♦007 

*0 06 

-0.17 

-063 

btind 

04/99 

6.250 1000200 

505 

+009 

+0.16 

-004 

-0.1S 


08/06 

8.000 1 120700 

806 

+0.10 

♦0.13 

-006 

-0.75 

Italy 

05/00 

6000 1010200 

5.44 

*0.15 

+0XK 

-003 

-100 


05/02 

6.2S0 102.1100 

5.72 

♦0.17 

+OXJB 

-0.18 

-106 


07/07 

8.750 1 04.1500 

6.17 

♦0.1 s 

♦0 05 

-001 

-2.10 


11/26 

7050 1060500 

0.70 

*0.10 

-0.03 

-008 

-130 

Japan 

0699 

4000 107.1600 

001 

♦002 

♦0.03 

- 

-0.4 2 


1 2/02 

4000 118.9800 

109 

+006 

+0.06 

-0.17 

-0.71 


03/05 

3.000 100.4500 

105 

+0.05 

+0X33 

-004 

-009 


03/17 

3000 112.7700 

206 

+002 

-002 

-004 

-0.73 

Netherlands 

06/99 

7000 1050500 

40S 

+0.17 

+0.15 

+004 

+000 


02/07 

5.750 1010100 

506 

+0.10 

+0.12 

-OJW 

-000 

New Zealand 

02/00 

6000 99.1504 

60S 

♦0.13 

+0.17 

-000 

-009 


11/06 

0 000 106.4510 

6.72 

-0.14 

+0.16 

-001 

-108 

Norway 

01/99 

9.000 105.4600 

404 

+001 

-001 

+005 

-005 


01/07 

6.750 107.0000 

5.75 

+0.12 

+007 

-001 

-006 

Portugal 

03/99 

6000 104.6607 

503 

+0.06 

+0.11 

-0.14 

-106 


02/07 

6.625 104.1211 

603 

+0.09 

+0.13 

-002 

-1.42 

Spain 

0799 

7.400 1040147 

407 

+005 

+0.12 

-0.14 

-163 


03/07 

7 350 1090565 

5.09 

+0.10 

+0.16 

-0.19 

-107 

Sweden 

01<99 

11.000 107 0310 

404 

*0.17 

*0.10 

+0.15 

-003 


03.V7 

8000 1120330 

6 20 

+000 

+0.16 

-004 

-132 

Switzerland 

0399 

4000 1020500 

102 

♦0.14 

♦000 

+0.16 

+001 


06/07 

4000 107.7700 

304 

+007 

♦0.07 

-0.01 

-007 

UK 

G8/M 

6000 980125 

609 

+002 

+0.10 

+0.13 

+002 


11/04 

6.750 101 -MWO 

607 

♦008 

+000 

-041 

-0.46 


12/07 

7050 1050313 

600 

+0.10 

+0.16 

-0.47 

-0.90 


06/El 

6.000 118.0313 

600 

+008 

+006 

-042 

-101 

US 

07/99 

5075 1000860 

5-82 

♦0.04 

+0.06 

-0.14 

-0.11 


05/04 

7050 1060110 

6.09 

+004 

-0.12 

-002 

-001 


08/07 

8.125 100 0780 

6.11 

+0.04 

+0.10 

-002 

-0.44 


oarer 

6075 99.8330 

UMl 

+004 

+009 

-002 

-0.43 

ECU 

03/99 

5000 100.4300 

4.87 

+0.15 

+0.17 

' -000 

+001 


CU/U7 

5000 96.1900 

5.75 

-a 12 

+0.10 

-0.14 

-0 49 


London c+rartj New York mw rfcrv. 

YMds: Load marks* sandaror Anrtuafcnd yv*d t 
tax 31 ISL5 per an payable by nonresidents. 


Source: InferatCire Dao/FT 
Y«k£ mown kw Holy exclude 


lO YEAR BENCHMARK SPREADS 

Spread Spread 


BM 

Yield Buntfj T-flonda 


BM 

Yield 


Spreod Spread 

up VO 

Bmda T-Bonta 


Aumia 

<L29 

-0.71 

•0.10 

Nee Zetiand 

6.72 

+1.M 

+002 

Audna 

503 

-CX» 

-047 

Norway 

5.76 

-017 

-005 

Btigun 

5.67 

•0X39 

-0.43 

Portugal 

BM 

+0 4S 

-0.07 

Coiudd 

S05 

•0.07 

-0.45 

Satin 

099 

-G+l 

-0.11 

Dwrttrk 

605 

-047 

-a as 

Sweden 

800 

-0.62 

♦aio 

PMond 

5.73 

•PIS 

-007 

Stretzeriand 

103 

-205 

-207 

France 

507 

-0.01 

-003 

UK 

600 

♦002 

♦0.40 

German/ 

508 

_ 

-002 

US 

610 

-002 

- 

Ireftred 

BuS 

*0.48 

-004 

ECU 

5.75 

♦an 

-035 


6.17 

1.9S 

Sl56 


-mse 

-A 73 
-002 


-3 07 
-«.2S 
-OH 


Source: I nta rac tlwi 
London Mating. 
Ararakend ytoW 


Dao/FT ndm m oort 
Mew Tort ctefeg. 


EMERGING MARKET BONDS 

Rad SIP 

Oct S dale Coupn Rating 

■ EUROPE 

Croatia 03/02 7000 BBB- 

Potond 07/00 7.750 BBB- 

11/01 9550 BS- 


11 -375 BB 
8.075 B B- 
9-875 BB 


8.750 BB* 

7.750 A- 


■ LATOV AMERICA 

Argentina 01/17 

Brazil 11/01 

Made o 01AJ7 

■ asm' •' 

CJuna 07/06 

PMippInes 10716 

Thailand 04/07 

■ AH8CA/MDDLE EAST 

Lebanon 07/00 9.125 BB- 

Soutfi AtnCfl 12/99 0.625 B0+ 

Turkey 0ME 10000 B 

■ BRADY BONDS ... 

Argentina 03/23 5-500 BS 

Brad 0«/24 5250 08- 

Matica 12/19 5250 BB 

Venezuela 03/20 6-750 &+ 




Day's 

Mm's 

Spin 

Bid 

Bid 

chge 

chge 

VS 

Price 

yleU 

yw 

yw 

US 

970000 

757 

+0.06 

-0.09 

+1.58 

103.1346 

6.45 

-0X31 

-005 

+0.59 

1030005 

8.18 

+008 

-0.45 

+206 

118.1939 

900 

-0.03 

-0.19 

+3X15 

103.32ES 

7.88 

+0.05 

-0.16 

+1.96 

109.1987 

B.42 

-0.08 

-051 

+2-32 

1040936 

7 XU 

+004 

-0.03 

+0.94 

994400 

001 

-0.07 

+am 

+256 

980402 

8.01 

+0X33 

-0.45 

+1.01 

103.1288 

7.B1 

+0.03 

+0.07 

+1X35 

105.5538 

8.77 

+0.05 

-000 

+0J97 

105.0247 

605 

+0.08 

-0.11 

+066 

77.3184 

8.07 

-008 

+1.69 

+1.78 

74.5629 

809 

+0.05 

+1.8S 

+1 94 

83.1071 

7.87 

+0X35 

-007 

♦109 

87.8991 

701 

+0.05 

-004 

+102 


Lcndon dbsteg. PflCM in USS. 
SumM A Root's ridings. 


Source; inte ra cted/ Pc/a/FT haa ne tiMd. 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATO) FFWOO.OOa 



Open 

Sen price Change 

High 

Low 

EsL voL Open kit 

Dec 

99.84 

99.12 -a 96 

99.94 

9804 

286,187 

148.490 

Mar 

9908 

96.00 -IXM 

9908 

9802 

1,515 

4.687 

Jun 

98.93 

98.16 -1.14 

9&90 

9800 

2 

- 

■ LONG TERM FRENCH BOND OPTIONS (MATY) 





Strike 

Pnce- 

Oct 

- CALLS - 
Nov 

Dec 

Oct 

~ PUTS - 
Nov 

-Dec 

97 

. 

209 

- 

0.06 

aie 

0.00 

98 

J08 

100 

1.83 

QL15 

0.39 

1.03 

99 

0-54 

084 

1.07 

0.42 

0.72 

1.48 

100 

0.15 

037 

003 

1.03 

105 

- 

101 

0.02 

0.14 

034 

1.90 

3 0? 

- 

EH.trt.Mti.CHfc tQjBOA Pub 56.700. Prevtan ray's OPtii rt- Ctis 75.1ZB Pu» 85,171 . 


Germany 

■ NOTIONAL GERMAN BUND FUTURES (UFFE)- DM250,000 lOOttn of 100% 



Open 

Setipnce Change 

High 

Low 

EsL vol Open tot 

Dec 

103.16 

102.49 -000 

10302 

10201 

340075 

315548 

Mar 

10206 

101.75 -0.77 

10200 

101.80 

1018 

9002 

■ BUND FUTURES OPTIONS /UFFE) DM250.000 points of 100% 



SirSe 

Price 

NOV 

Dec 

CALLS - 
Jan 

M at 

Nov 

Dec 

PUTS — 
Jan 

Mar 

10200 

0.69 

0.97 

0.78 

1.10 

020 

0.48 

1XJ3 

1.35 

10250 

033 

0.88 

007 

0.88 

009 

0.69 

102 

1.63 

10300 

0.18 

0.44 

0.41 

0.68 

0.69 

0.95 

106 

103 

EsL urt. tot*. Cate 62157 Pus. 50577. Preticm da/s open ML cafc 191795 Pub 2285*5 


■ NOTIONAL GERMAN BUND (BOBL) FUTURES 
(OTH) DM250.000 100th*, ol 100% 


Open Sett price Change High Low Est vd Open wit 
Dec 103.84 UK-22 -O.J7 103.94 103.11 244.275 277.000 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

fUFFE)- Ura 200m lOOthe of 100% ___ __ 

Open Sea price Change rtgh Low Eat. vol Open Ira. 
Dec 11205 111.33 -120 112.54 11050 147777 124112 

Mar 11128 -1.20 0 1449 

B ITALIAN GOVT. BOND (BTF) FUTURES OPTIONS (UFFE) LnfiOOm IDOtia of 100% 


SW+a 

Price 

11100 

11150 

11200 


CALLS 


FID 


Dec 

127 

0.99 

0.77 


Mar 

1.90 

1.63 

1-39 


Dec 

QXW 

1.16 

1.44 


Mar 

1.62 

1.85 

OH 


Eat roi. ted. Cato Z8033 Pies 1073$. FVewOus day’s open ML Cals Ml 46! Puts 85123 

Spain 

■ NOTIONAL SPANISH BOND FUTURES IMEFF) 


Dec 


UK 


Open 

10385 


Sett pnea Change 
10323 -022 


High 

103.90 


Low 

102.76 


Est voi. Open InL 
164,737 87.532 


NOTIONAL UK GR.T FUTURES (UFFEJ* £50.000 32nds of 100% 


Dec 

Mar 


Open 

119-16 


Setipnce Change 
118-31 -0-20 

118-30 -0-20 


High 

113-18 


Low 

118-14 


EsL vol Open ml 
139615 19S083 

0 1637 


■ LONG GILT FUTURES OPTIONS (UFFE) £50.000 64ns of 100% 


Strike 

Price 

Mcv 

Dec 

CALLS - 
Jan 

Mar 

Nov 

Dec 

pure — 

Jen 

Mar 

11B 

1-21 

1-50 

2-08 

2-41 

0-23 

0-52 

1-10 

1-45 

119 

0-46 

1-13 

1-36 

2-06 

0-48 

1-15 

1-« 

2-10 

12D 

0-20 

C-49 

1-08 

1-39 

1-22 

1-51 

2-12 

2-43 


Ett w* ted Cafe 10830 Pus 59m Premd day's open m_ Ctib 50074 Putt 34630 

Ecu 

■ ECU BONO FUTURES (MATIF) ECU 100,000 


Open 

93.00 


Soft price Change 
98.03 -0.68 


H*h 

9880 


Lew 

97.94 


EsL uoL Open ta. 
818 5498 


Dec 


US 

■ US TREASURY BOND FUTURES (CBT7 SIOOPOQ 32nds Of 100% 

Open Latest Change High Low Em. vol Open Ira. 
Dec 118-03 114-29 -1-00 116-03 114-24 376081 679864 

Mar 115-15 1T4-1B -1-00 115-50 114-15 5.822 58,157 

Jun - 115-31 453 6.786 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVt. BOND FUTURES 
(UFFE) YIQOm IQOlha of 100% 

Open Owe Change High Low EsL to) Open w. 
Dec 129.13 179.13 128.72 4420 na 

Mgr 1S&81 12821 127.89 1B19 na 

* uffe bums dao traded on APT. AP Own irtfrcM Hg*. m hr prenxn day. 


IIS CORPORATE BONDS 


Oct 8 


Red S & P 

dare Coupn Bating 


Day's Mitre Sprd 
BM Bid chge chge v 

price yield yld yld Govts 

6.33 +0.13 -025 +0-39 

708 +0.14 -024 +O.BO 

6.98 +0.14 -021 +029 

628 +015 -024 +049 

040 +014 -OZ7 +048 

6-90 +015 -018 +0-83 


PncBrt 

07/02 

70S 

AA- 

1030677 

NY Tel 

0805 

7X)p 

A+ 

98.8909 

OWE 

05/06 

aoo 

BBS 

1070201 



'mm 


GECC 

051(07 

S-7S 

AAA 

1150697 

Banc One 

08/02 

705 

A+ 

103.4391 

US West 

01/07 

7.30 BBS- 

102.6360 

■ BffiUSTWALS.. 



V /}:■ 

WMXTech 

04/99 

605 

A- 

100.1945 

Wal Mart 

05/02 

6.75 

AA 

101 .8564 

Dayton Hud 

06/21 

a 70 BBB+ 

126.3110 

* MSEttCfBS. 

: v . 



V. 

FHLMC 

04/07 

7.14 

N/A 

1064374 

SLMA 

03/00 

700 

N/A 

1030045 

FNMA 

02718 

805 

N/A 

124.1048 

FFCB 

06/06 

8-85 

N/A 

1170861 

■ moHYSio; 


•• V 

: ' • 1 •. 

Stone Cent 

02/01 

9.B6 

B 

1020750 

AKS« 

12AI1 

9.13 

BB- 

1060000 

Pacatta 

06/04 

10.75 

B- 

1040500 


6.10 

627 

7-33 


628 

5.91 


822 


0.00 


+010 

+0.13 

+014 


+015 

+011 

+0.15 

♦0.15 


-020 

-028 

-022 

-• ' : .r+.' 

-025 

-024 

-025 

-028 


+034 

+0.33 

♦097 

+029 

+009 

+039 

+025 


Nwt Ycrii da tin g . 

Standtid S Port's roUnps . Yields: sotti-wnol busts. 


US INTEREST RATES 


Bowce; tn ur acev OataFT fcdamnUon. 


tetest 


Fetin* 

FaUntm temaotioo 


UK BONDS 


Treasury aid Bond YUds 

Ok null - fumy ——. 

8*j Tta nUi - Tine y. — » . 

7te TtmtiMtH 510 Ftiaww 

5V. shimaBi — 528 10-yeer 

- Qrayev — — .. 547 30-ye* 


58Z 

580 

BD1 

613 

541 


FTSE Actuaries Govt. Securities 

Accrued 


Price hvSces 
UK 08b 


Thu 


Da/e 


Wed 


xd ad). 


INTERNATIONAL BONDS 


Oct 9 


BB 

Spain 

ROp Montt 
ABN Amro 






Days 

MtTB 

Spread 

Red 


SAP Bid 

Bid 

chge 

chge 

v 

dde Coupon 

Rating pice 

JW 

vw 

yw 

Cans 





»■ v:."ir‘^'.? * 

• ' '-*S» 

02/07 

5.7S0 

AAA 11XL5B00 

505 

+0.10 

+0XJ3 

+0 X» 

01/07 

5.750 ' 

AA 1000800 

5-69 

• +0XJ9 

-002 

+0.11 

03434 

5075 

A 9Bj4300 

508 

-0X71 

-0.10 

+0.19 

03/05 

3025 

rva 990889 

507 

♦0.12 

-0X71 

+0.16 




Austria . 01/04 5-500 i AAA 101.1600 

Abbey Nat (BAM BJJOO AA 1034200 

Cred Fattier 02A14 9.1Z5 A 118.1700 

Abbey Nat 08ANI 4210 4AAr 1006009 


527 +014 +016 _+U01 

524 +018 +016. +008 

583 +013 +012 +027 

440 +0.12 -081 -1jQ7 




BB 

02X17 

7000 

■■ AAA 108.1600 

fl.11 

+0.15 

-007 

-0X3B 

Abbey Net 

02/02 

0800 

AA 1030000 

£78 

+000 

-004 

-0X17 

WaK Disney 

06/00 

8.625 

A 1080000 

6.92 

♦0.10 

-003 

+0/44 

AttasyN® _ 

COV7 

800 0 

Mr 102. 7288- 

703 

+048 

-004 

+108 





% CK 

t v‘.' 


BB 

12/07 

7025 

AAA 1080489 

8.75 

+006 

-0M5 

+005 

□KednerBk 

12/07 

7.760 

AA 1040663 

7.14 

♦009 

-0.48 

+004 

RBS 

01/07 

8075 

A+ 1 07X3820 

709 

+Q09 

-047 

+0.79 

Abbey Nat 

02ZD2 

7400 

AA^ ^9501^ 

808 

+0X17 

-007 

+0X33 

Ve»JRO0- 

■ ./ : . 


;U*j 

ir^S5-%s- -.Sk-J/CN 

BB - 

04/07 

7050 

AAA 1040328 

603 

♦0X36 

-001 

+0.43 

ABN Amro 

osan 

7.125 

AA- 1020484 

8.76 

+0X16 

-004 

+006 

Quebec 

mm 

7.000 

A+- 1O102B4 

6.73 

+002 

-001 

+003 

CWQ*P_ _ 

03/04 

6.781 

A* 99.7388 

.503 

♦006 

-0X12 

-000 

-•irJBjncK».'' 

vs- 



•r^y^.v+r.-v 


Bayer L-Bk 

08/04 

9000 

AAA 1 2D. 7185 . 

5.74 

♦0.10 

-001 

+0.10 

Tutito 

05AM 

8500 

AA+ 11*0140 

5.77 

+0X38 

-nan. 

+0.13 

Bel Canada 

07/99 

10025 

A+ 1000458 

4.7S 

+0.10 

-0X0 

-oxn 

DeutechoBk 

09/02 

507S 

AAA 102+1536 

507 

♦0.10 

-0.19 

-008 


Wbrid Bank 03412 9250 ' AAA 1172900 

Spebi 03/02 5.750 AA 119.1500 

Crad Fonder D8fl» 4.750 A 1132935 

Rely 07/99 0703 AA 1006456 


123 +005 -013 +083 

128 +006 -016 -+008 
1.70 +005. -013 +050 

016 +0X0 -081 -038 


London doting. Source: Mtiacti— DttM/FT Woneetloti 

Stendtitf 8 Pan* rating*. VMfe Local mwM ennctaKVAnnuelaotl baab 


— Low coupon ylold— ■ Medium i 


UK Indices 


1 Up to 5 1 

2 5-15 years (20) 

3 Over 15 years (4) 

4 liredeemabtes (4) 

5 AH stocks (48) 

tmtax-BMced 


Oct 9 

change % 

Oct 8 

Interest 

ytd 

Oct 9 

Oct B 

Yr. ago 

Oct 9 

Oct 8 

Yr’.ago 

Ora 9 

Oct 8 

Yr. ego 

119.99 

-0.13 

12015 

2.32 

801 5 yra 

8.60 

603 

089 

8.73 

6.06 

095 

6.77 

B.70 

7.03 

157.87 

-0.43 

15809 

209 

800 15 yra 

600 

043 

7.72 

603 

8.48 

7.72 

6. 66 

■ 8.55 

7.7S 

188.97 

-002 

19005 

304 

9.77 20 yra 

8.50 

043 

704 

802 

.046 

702 

606 

OSS 

7,78 

228.71 

-1.99 

£3101 

4.06 

9J50 Irred-t 

800 

056 

705 







15074 

-041 

15100 

2.79 

800 






- • 





— Inflation B% — 
Oct 9 Pel 8 YT. ago 


— Htation 10% — 
Oct 9 Oct B Yr. ago 


8 Up to 5 yeas (2) 

7 Over 5 yaera(IO) 

8 AH stocks (12) 

Auaraga ^oaa redempnon yttida on ttvmn aoamr. Coupon Barate Lot q++-7nifc Matium: B%-1Q+i+fe Ngti: 1 1H and oner, t FtetyMd ytd Yan-todala. 


FT Faced Interest Indices 

Otit B Oct 8 Oct 7 


Oct B 1 Oct 3 VTaga Hg tf Low 


, - QctB OetB Oct 7 Oct6: Octi Wage Hgtf Low 

Govt. Sec*. (UK) 100.13 100.70 10143 101-53 10123 94.73 10123 9321 Find Interest 13267 13323 13324 13328 13220 11628 13324 iis» 
e FTSE Nantiati Ltd 1887. A» ifeMs merad. ' Bar 109/. OoreireMnl Sacotte Ngh akn eomptoto n : 1S740 I09/D1/3S), low 49.1 B (B3/DL/7B. Find ttteeti Util tin 
eomttiation: 13387 pi/OVat). tow 5053 103/01/75). Basts 100: Gownnanl 9ecw«as 15/1005 and Ftad feriatm 1928. SE actfvty Incflcaa mbnad IB74. AE Baare, 0«w 15 m a tmta 
racticiJatiid re aectanr tor ton w m i iM n av m wnr on Trees B86 9021. For torther Mnnakn i tin bar FTBE M mn AAR im *■ ’ 


UK GILTS PRICES 


_K(«_ 

U M MnC+v- Htf* IM 


Notes ht Rad rtkeC+v- 


-52mak-. 

low 


-ridd- _S2 w*fc_ 

(1) WWcaC *v- up low 


&tiiiSeei9a7__— 

inMfeKtfltt# 

BtiiaVscBBB 

TnBS7te9GI999tt 

neasiSijKWtt 

DA1SX13M 

tan 9m Wm*. 
TnaaF^r 
EaPiZtet 
Tick lOfex 1999. 
tan Epc 1399 U- 
COMltfepcm. 


Iran 2000 i UE 

Cmspcano# &E3 

1NW13BC2000 1133 

TmIW 1999-1 13.48 

rrcnSjBWtttt 7.16 

tanf^itajsm 

TiwsKkeani 9i7 

Qw s/tfeasn# # Am 

corwsLaerotn & kai 

Tm 7 k mu as* 

8012X19994 4 51-34 

Cm* IflpCldDZ f 930 

TnsETueSOKSt 890 


I486 

733 

100U 

-ft I06R 

I00U Tnaalltoe 2001-4 

1134. ta*«Bca0M_-^_*. 

mu 

691 

400 

t71 

115.1 


BXC 

572 

989 

7-03 

lOOfl 

-jJ, lD4r\ 

100ft Fantoo&l* UHM-. 

193 

50) 

70* 

7XB 

M04 

"A 

100ft Cow B&e20M_ 

8-18 

US 

1*39 

711 

1B71. 

-ft UPa 

ion. fwaiMipca»<«__. 

008 

6J» 

1143 

7.15 

105ft 

-ft 110(1 

105ft Conr^tfCSHB. 

0.11 

657 

US 

714 

ion 


97(1 EtihHFareBOS 

040 


- 

- 

woft 

1«ft 
-ft iwa 

aqj iBs»i2Jipc2ora-5_ 

171 

GJB 

1145 

7.14 

107 

107 ImBitfcZOOS^t 

759 

056 

ftse 

70S 

105ft 

-ft ion 

105ft CM 94tfc2B0B 4 

8X0 

660 

B-W 

US 

884 

-ft 99ft 

*15 tarsrijflczooea — 
105ft BOTTItiBBO^ 

7N 

653 

980 

706 

105ft 

-ft HOA 

7.» 

857 


AihOtaten 

Cm9<2K2D(B i 

T«ss9%peJ80!-. 

Ewfl%fS0B -i- 

COW 9L«* 3002**—* 

Tires Bre Main 

TraaBlHioe 2000-3 -i 


ap 

Bffl 

822 

ay 

783 

It 78 


709 neu 
703 1045. 
702 nag 
708 

SOS IDA 

- nou 
602 U9A 
£34 ms 
892 118,'. 
889 HXMJ 
7.IE ID6fi 
69D112IVB 

864 191% 


un nw 

674 11?£ 
an iraii 

an tun 
au ioSm 
704 lWi 


Tn»A*20a2-6« — 

TltSl 111pc2003-7- 

tan 8*JK 2007 n 

I«e»7>«K20B7tt _ 
Dob I3ijae 2004-8 _♦ 

1IBU 

^acsatK 

^ ta*s76pe2BI2-l5tt- 

^ OwrROwpNto, 

Si TmtotaZOlitt 

TimftBSOiatt: — 
tawBtdicamrtt — 

^ 6rtl2K2n«-l7__e 



tertw I.WM M 

JljpCBS f 

iLacvn — -ms 
sjjjcw- — ma 
VocWtX — tissa 

iK-oe naq 

ihocia.- 179 b) 

ZhPc^ 1748) 

SHweia — - — 

21a* *16 — P1£| 

JliOtW (9 1® 

JlaK-Zttt, P7J] 

v*c-m _nKi] 


182 

242 

265 

2.71 

285 

290 

2M 

m 

901 

307 

309 

307 


in w* 

1» 19ZU 

a» iso,', 

3.19 122JJ 

321 302* 

318 I83£ 
119 191L 
ia isaa 
301 17D& 
323 164*2 ■ 
323 T97* 

322 135 


10% i 


1B7H 1?9A 
-f) 1935a lB4i 

-a T«a. isoa 

-h 128* 1174. 
-u sail 1994 
-tB in mu 
-*.*m 1754 
-« 1SJK. 1444 
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CURRENCIES AND MONEY 


D-Mark gains after early rate rise 
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By Smon Kuper 

The D-Mark rose yesterday 
after the Bundesbank 
increased the German xepo 
rate earlier and by a larger 
margin. - 30 basis points - 
than most in the market had 
expected. France, Belgium, 
the Netherlands, Denmark 
and Austria immediately 
raised rates too. Market 
economists said European 
rates were converging at a 
higher level in the run-up to 
European economic and 
monetary Tminq jq 1999 
Germany's repo rate rose 
30 basis points to 330 per 
cent, the first Increase in 
five years. Hie Lombard and 
discount rates did not 
change. The Bundesbank 
said the rise was a response 
to recent price increases, 
which had been partly 
caused by the D-Mark’s long 
slide. The tmnv also cited 
the need to create stability 
and prevent infla tion ahead 


of Emu. That comment 
finned belief that the puta- 
tive euro would be strung. 

The D-Mark was also 
boosted by the surprise res- 
ignation of Italy's govern- 
ment, which could not com- 
promise with its Communist 
slly Refoundation on the 
proposed 1998 budget. The 
lira and Italian bonds fell on 
tear that Italy’s budget defi- 
cit mi g h t soar in coining 
years, causing the country to 
miss the start of Emu. 

The D-Mark jumped 1.5 
pfennigs against the dollar 
and Y0.55 against the yen to 
close Jn London at DML739 
and Y69.65 respectively. It 
rose L5.1 against the lira to 

L985.4. 

Currency strategists said 
that European central 
banks, including the Butties- 
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bank and the Bank of 
France, had sold the D-Mark 
in the market, moderating 
its rise. The Bank of Italy 
was said to have sold 
D-Marks for lire. 

Avinash Persaud, global 
head of currency research at 
J.P. Morgan in Europe, said: 
"The rate rise marks the 
death fcm» 1 | of the two-year 
dollar rally. The highs are 
behind us." Peter von May- 
del], senior currency econo- 
mist at UBS in London, said: 
“The message is that Europe 
is accelerating." 

■ Those European rate rises 
in full: 

• The Bank of France's 
intervention rate rose from 
3.10 per cent to 3J30 per cent. 

• The Netherlands raised 
its special advances rate 
from 3.00 per cent to 3.30 per 
cent, and its fixed advances 
rate from 290 per cent to 
2.75 per cent 

• Belgium raised its cen- 
tra] rate from 3.00 per cent 
to 3.30 per cent 


Italy: Interbank ret® 

7.0 — : 
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• Denmark raised its dis- 
count rate from 3-25 per cent 
to 3.50 per cent 
• Austria will raise its repo 
rate from 3.0 to 3.2 per cent 
from next week. 

■ Traders yesterday 
Increased their forecasts of 
future German rate levels. 
To reflect this, Euromark 
futures contracts fell. The 
June 1998 contract lost 26 


basis points to price in a 
repo rate of mare than 125 
per cent 

The market also scaled up 
its rate forecasts for several 
other European countries - 
even for the UK, as many 
traders believe that Britain 
will join Emu by about 2000. 
The March 2000 Short ster- 
ling futures contract shed 12 
basis points, pricing in rates 
of nearly 6.75 per cent 

■ The market still thinks 
there is an 80 per cent 
chance that Italy will enter 
Emu, said Mr Persaud. 

Lorenzo Codogno, chief 
economist at the Bank of 
America in Milan, thinks it 
will too, although he was 
"shocked" that the budget 
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dispute had brought down 
the government But on bal- 
ance, he expects a grand 
coalition designed to take 
Italy into Emu, as proposed 
by Silvio Berlusconi, the 
oppposition leader. A snap 
election is less likely, says 
Mr Codogno. 

But he does see potential 
risks. To enter Emu, Italy 
must show that it has 
reduced its budget deficit 
sustainably to about 3 per 
cent of gross domestic prod- 
uct It should hit this figure 
in 1997 and 1993. even 
though a grand coalition 
would find it hard to reform 
welfare spending, says Mr 
Codogno. Any problems 
would come in the 1999 and 
2000 deficits. If the market 
strongly doubted that Italy 
would make Emu, the coun- 
try would be unable to cut 
its rates towards the Euro- 
pean average level. High 
rates would raise Italy's debt 
burden and thus its deficit. 
And a higher deficit could 
keep Italy out of Emu. 
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Portuguaaa Esc. 

SA, 

-58 

SB 

-5,’. 

ft 

-ft 

ft 

-ft 

ft 

-ft 

5 - 

ft 

Spanish Peseta 

sA 

,-5 

5A 

-ft 

ft 

-ft 

ft 

-ft 

ft 

-4ji 

ft 

-ft 

Staring 

7 - 

6% 

7i 

■7A 

7A 

- 7 £ 

7A 

-7& 

7% 

-7ft 

7A 

-7A 

Swtaa Franc 

2 - 

ft 

111 

- 1i 7 « 

iH 

-ft 

112 

- 1ft 

1% 

-ft 

2 - 

1% 

Canadian DoBar 

3b 

-ft 

3A 

-ft 

3fi 

- 3 y 

311 

-33) 

ft 

-3fi 

4% 

.4% 

US Dolor 

ft 

-ft 


-ft 

SB 

-s& 

ft 

-ft 

55 

-ft 

ft 

-5B 

Italian Lira 

7x\ 

-« 

6i3 

-6S 

6 R 

-6 H 

ft 

-6fi 

6)3 

-6ft 

sH 

-SB 

Infirairaie Yen 

*a 

_ !( 

h 

- B 

a 

-A 

U 

- h 

A 

• ii 

a 

-A 

AatenSSng 

ft 

-3% 

ft 

-3^« 

ft 

-ft 

312 

■ 3 a 

ft 

-3S 

ft 

-ft 

Short temi rara ■ 

aaeal 

1 tor era US 

Dc4or 

and Yen. otfraia. 1 

Mo dnys" noden. 




MOH1H JHBHMt FUTtlRCS 0rlATV)Parta Intarbenk oflarad rate 



Open 

Son price Change 

High 

Low 

EeL vol 

Open It*. 

Dec 

9668 

9027 

-0.15 

08X0 

8626 

73689 

45648 

Mar 

96.16 

B567 

-022 

96.18 

85.96 

52. BOS 

36,413 

Jlto 

9561 

95.73 

-022 

9562 

95.72 

18605 

27217 

■ TWa MONTH EUROMAMC FUTURES (UFFET DMim points ol 100% 


Open 

Sett price Change 

H^I 

Low 

EsL vai Open ktL 

Dec 

98.39 

96.22 

•020 

96.40 

9821 

162008 

miwra 

Mar 

06.14 

9594 

•024 

98.16 

9563 

132376 

307228 

Jun 

KJ0Q 

9598 

-<X25 

95.91 

9565 

104381 

254383 

Sep 

95.72 

0590 

-025 

95.73 

95X9 

69796 

188804 

■ OM MONTH KmOMMOC FUTUKS (UFFE)* DM3m paints of 100J6 


Open 

Settprice Change 

Hgh 

Low 

Est. vol 

Open Ir*. 

Oct 


9697 

-0.18 



0 

400 

Hot 


96X7 

-0.19 



0 

60 

Dec 


9622 

-0.10 



□ 

I960 

Jon 


9662 

-0.19 



0 

150 

■ THREE MONTH EUROURA FUTURES (UFFE)- LlOOOm points of 100% 


Open 

Settprice Change 

Hah 

Lora 

EsL vol Open bit. 

Dec 

03.79 

9396 

-0.14 

9360 

9996 

44479 

109070 

Mar 

04.60 

94X7 

-0.15 

94.63 

9466 

45515 

102478 

Jun 

9567 

94-89 

-0.18 

0569 

94.76 

35643 

90875 

Sep 

95.18 

0469 

-0.17 

95.18 

9467 

13770 

81645 

■ TIM 

■ NORTH MMO SWIS FMNC TUTUMM JJFFQ SFriin potato oflDOH 


Open 

Settprice Change 

High 

Low 

Est vol 

Open bit 

Dec 

98.17 

9763 

_n ^ 

98.17 

9763 

35110 

81003 

Mar 

9798 

97.75 

4X27 

8661 

97.74 

22334 

42023 

Jun 

07.75 

0795 

-024 

97.78 

9795 

8887 

25656 

Sop 

0796 

8765 

-025 

9798 

9765 

1989 

13701 

■ THS 

ME MONTH MOTH OTURRS (UFFQ YlOOm points of 100% 


Open 

Settprice Change 

High 

Law 

Era. vat Open M. 

Dac 


99X4 

-0.01 



0 

na 

Mar 


9968 

-0.03 



0 

na 

Jun 


9961 

-064 



0 

na 

■ THMK BBONTH ECU FUTURES (UFFQ Eculm points of 100% 



Open 

Settprice Change 

Hgh 

Low 

EeL vai 

Open bit 

Dec 

0591 

9567 

-0.17 

9593 

0567 

3373 

10955 

Mar 

05X4 

9562 

-a 14 

95X6 

9560 

1725 

6750 

Jin 

9560 

9527 

-0.15 

95.42 

9526 

826 

5506 

Sep 

0564 

0521 

-0.15 

9564 

9520 

172 

5397 


* LIFFE tubxOB atao traded on APT 

■ mmOURU OPTIONS (Uff^ LlOOOm poMft Ol 100% 


Strike 

Price 

Dec 

- CALLS - 
Mar 

Jun 

Dec 

- PUTS 
Mar 

9350 

060 

162 

1X2 

0.14 

065 

0375 

0.17 

060 

1.19 

026 

0.08 

9400 

067 

099 

067 

0X1 

0L12 


Jun 
0-03 
905 
0.08 

EM. voL torn. Cob 6*19 tin 10306. Ftrataa day's open K. Cbm 237046 Pub 07117 


CROSS RATES AND DERIVATIVES 


EXCHANCE CROSS RA1 

Oct 9 BRr DKr 


DM 


NKr 


Pta SKr SFr 


C* 


Ecu 


y. . 

Balkan 

(BFr) 

100 

18X5 

1128 

4648 

1604 

4775 

5X58 

19.81 

4936 

4092 

2160 

4634 

1.713 

3630 

2.707 

3379 

2X74 

• ■ 


(DKr) 

5420 

10 

8B25 

2627 

1632 

2588 

2658 

1063 

2076 

2216 

1168 

2.166 

0628 

2676 

1910 

1626 

1641 

7 


(FFr) 

61X2 

1163 

no 

2676 

1.169 

2933 

3652 

1264 

3032 

2516 

12.00 

2X77 

1.052 

2652 

1.711 

2076 

1920 



(DM) 

2064 

3607 

f660 

1 

0693 

385X 

1.126 

4648 

1016 

84.45 

4634 

0632 

0653 

0-790 

0575 

8965 

0511 

r • 


(E) 

S9.ft2 

9690 


2945 

1 

2508 

2686 

1060 

2596 

214.9 

1163 

2.119 

0600 

2612 

1X64 

1776 

1600 


Italy 

(L) 

2694 

0688 

0641 

0.101 

0640 

100 

0114 

0X11 

1064 

8970 

0X40 

0684 

0636 

0080 

0.058 

7668 

0652 



0=0 

1862 

3681 

fe663 

0688 

0649 

8756 

1 

3602 

90X5 

7468 

3.B45 

0.738 

0614 

0702 

0911 

6164 

0453 



(NKr) 

5161 

9X11 

18605 

2X72 

0671 

2438 

2.784 

10 

2516 

208.7 

10.71 

2657 

0674 

1.954 

1.421 

1722 

1262 


Portugal 

Spain 

(Es) 

2026 

3.737 

3298 

0682 

0688 

067X 

1.106 

3672 

100 

8260 

4254 

0617 

0647 

0778 

0965 

8867 

0901 

J .“r ’ 

(Pta) 

24X4 

46061 

3679 

1.184 

0X65 

1187 

1634 

4.791 

1206 

100 

5.-32 

0666 

0X19 

0038 

OG81 

82X8 

0605 

i-t 

«3Kr) 

(SFr) 

P) 

(CS) 

m 

w 

4762 

a7Bsy 

7.753 

2606 

0607 

2274 

2.599 

0636 

235.1 

1046 

U 

1621 

0610 

1624 

1627 

1607 

1.178 

ii ■>- 


24*79 

4 974 

4637 

1201 

0X72 

1184 

1653 

4661 

122X 

1019 

5206 

1 

0X25 

0950 

0681 

8368 

0613 



5869 

10.77 

9607 

2630 

1.112 

27B8 

3.1 b7 

11X5 

2852 

2356 

1226 

2655 

1 

2238 

1627 

197.1 

1.445 




461/ 

4651 

1265 

0X87 

1247 

1X26 

5.119 

1286 

106 6 

5X83 

1653 

0X47 

1 

0.75® 

88.12 

0648 

* 


3569 

6.6a 

5643 

1.739 

0683 

1714 

1659 

7638 

1772 

1406 

7938 

1X48 

0615 

1675 

1 

121.1 

0886 

»,v 

Japan 

Ecu ■ 

2963 

40X1 


4624 

8980 

1X36 

1658 

0984 

0.789 

1415 

1930 

1617 

2206 

6609 

7624 

1486 

1009 

1212 

18SX 

R .999 

8.487 

1.105 

1630 

0.507 

0602 

1.135 

1948 

0826 

1.128 

100 

138.4 

0733 

1 



Open Latest 
Dec 9 5745 95787 

Mar 06788 05800 

Jun - 06819 




Dec 

06983 

0.89K 

j -06025 

06990 

06943 

Mar 

07029 

0702* 

-06021 

07053 

07029 

Jun 


0.712 

- 

- 

07085 


HI0h Lour Bst vd Open Int 
06702 95753 WJSZT 63,101 

0681B 0J57BB 88 2.432 

18 06830 - 4 2621 

) SFr 125,00 0 per SFr 

12.168 43917 

14 .1,864 

4 283 


Open 
06338 06330 

98441 98435 

QflSfiO 


Change Nigh Low Eat vol Open h. 

98361 96320 44,151 87658 

-90008 06456 06435 48 837 

- 1 163 


QMM)E82600| 




UK INTEREST RiTES 


Dec 16180 16228 +06058 1.8288 16180 3602 29216 

Mar 1.6110 16170 +06084 16170 16110 31 2 48 

Jun - 1.8120 +90078 - - 32 27 

EMS EUROPEAN CURRENCY UNIT RATES 

Oct 9 


■lit 


LONDON 

Oct B 


MariwrKteitno 
Starfing CDs 
■naeeury Blta 
Bra* BUs 

Lae* orahafly depe. 
Dfecant Market depe 

UK dearing bank bm 



RATES 


7 days One T hree Six 

notice month rnuntfie inoBft* 


One 

year 


4 - 8% 7A - 7i - 7A 7»2 - ^ 

7A -7 7* - 7* 7fi - 7* 7fi - 7& 
74 - 7. 7lj - 7 
7 - 6k 74 - BH 74 - 7i - 
Lfl4 7-6% 74-7 74-71, 74-74 - 7& 

-ail 7-8% - - 

i loxffq rata 7 per cert tram Aug 7. 1097 

Up to 1 1-3 3-8 M 9-12 

morfitra months menthe 


Carta of T« dap. (C1006BH 2^ 5 *2 S 5 

i Baaa tea 7topo boa Oot 1, 1B9T 

MOMtW OTB1UMQ WWBI (UFFg ESOROOO potnta Of IQWb 


- rd 


Dae 

Mar 

Jun 

Sap 

Dac 



Open SKtprioe 

8263 JE64 
02X8 h260 

92X9 ,8260 
8268 8268 
02.73 92.72 

„ APT. MOpm\ totwa* 


Hgh 

Low 

EsL vol Open rt 

9297 

9292 

26282 

127814 

0295 

92X7 

25378 

108589 

9297 

S2X7 

269GB 

85217 

92.65 

8294 

21308 

68523 

82.77 

8297 

16852 

59229 


figa. we far prarioiB day. 


m MMKT ra raUtiQ OPTIOSM (LffF^ CSOQ.OOO p olnia d 100W 

-CfHf «T — — — PVIS 

/C»e mw A*t Dec Mar 
0.17 028 0.07 

006 0.13 

902 908 


i- 


\ i-’ 



nea 

046 


Jut i 

0.17 028 

031 940 

062 958 


4700 pus 3305. PrwtouB deyto open rt, 200018 ** 21003 


Pertuggri 


Ecu cen. 

rates 

Rate 

against Ecu 

Change 
on day 

%+V-frora 
chi rate 

% spread 
v weakest 

Dtv. 

tod. 

0798700 

0770956 

+060425B 

-3X7 

5.78 

23 

565424 

568451 

-0.00983 

092 

1.58 

-3 

183626 

185.734 

-0144 

1.18 

063 

-8 

107696 

199640 

-0178 

1J29 

060 

-9 

1006X8 

1932.10 

+4.06 

166 

074 

-10 

764555 

7X7154 

-061038 

1.72 

068 

-12 

2.18979 

260097 

-0.003S3 

165 

025 

-14 

162573 

166210 

-060305 

169 

061 

-19 

139485 

136085 

-00208 

1.92 

018 

-14 

39.7101 

40X856 

-00827 

165 

0.1S 

-14 


899443 

-060828 

2-10 

060 

-18 

EMBERS 

29&26B 

310018 

+0680 

469 

-2.75 

“ 

0.793103 

0694708 

+0004816 

-12X1 

1898 

" 


UK 

&ucer*rir»raaaMbyeM6u«peMCamnMaBn. CurandM h i _ 

PsrtMWBaeMnBMraatU Bacapa^Mary eaWM aa^ Miwy JliraB Mij MoaaWi 

bHHoin tea wnadK aartantaga tflbranca DMarara tb» Mtud rarabM rad Ecu oM neat tra • 
eaiwa. awl e» narinai pranMBd pa rwrM O " i li wb tiai at**CMWieir^ Wt MaM tram M Ecu 
eaakal rat*. ITAPBE SMtog MapMdM tom BOt ArOaana* eMaftrao ay era FtoaneM Thio*. 

■ 8IM AnB1WA6*g^»WmOII» £31650 (Oenra par pound) 

Strike CALLS purs 


Price 
1600 
1610 
1j 


Oct 

224 

161 

956 


261 

261 

1.76 


Dac 

362 

2.T1 

923 


Oct 


QJ33 

920 


Nov Deo 

061 1X8 

128 160 

1.71 267 


PmMOM rtoyto voL, CSdto ITS PUa 8X8S . Prav. tMjri opan kt, Cafc 27658 PUe 28X00 

ft ptaXPMJhH^ 88 P4MWL/6 0**TT0««» 3 ^ 


Strike 

Price 

Oct 

- CALLS - 
Nov 

Dac 

Oct 

— Puts 
N ov 

0500 

0565 

0570 

161 

0.73 

067 

162 

163 

061 

1.85 

192 

162 

063 

0.10 

026 

069 

096 


NOTICE 

Extraordinary Geseral 
Compagnie dt Partidpatioos Finantigres 
(Luxembourg) SA. 

RC Luxembourg B no. 28500 
auf def Bokaul, Roma de Luxembourg, L-5230 Sandwefler 

Notice it hereby given of an Extraordinary General Meeting of the 
shareholders of COMPAGNIE DE PARTICIPATIONS FINANOERES 
(LUXEMBOURG) SA (the “Company") to be held an 30 October 
1997 at the offices of the Company at 3.00 pm. or any adjou rnm e n t 
thereo f , with the following agenda: 

l. To acc ep t the naigrarion of Mr Srefim Schepm a» director and e hajnrum 
of the Gxnpany and to gram him discfaaige for his nxmdaie. 

2 To increase the number ofdiicctori four fog to five. 

3. To mioiotbft Erwin Bene. ra oo i Mxm .resideaia l 4 ncrob o in g end Mr 

Hubert OeOce. h u smraranan. reside n t in LuanulMHg as “A" direemn of 
the Company and to uuukui the ^ ^ w q f tbe bomd of dncctots as 

fallows: 

- “A” (firceter Mr Erwin Bene as tfctraor (Rnance) 

- “A” director Mr Herbal Oelke ss director (General Managing Director) 

- "V dime**: Mi Gnfarara J. Wilssa as r&naor (non executive and Chramrao) 

- “B" director Mr Andrew McCHveto as rfirectar 

- “B" dnector Mr Robert Ekfahara as efireemr 

4. Any other bu s i n e s s 

By order of the Board, oo 6 October 1997 


NOTICE TO BOND AND NOTE HOLDERS 

Notice is hereby green that with effect finm 3rd Novem b er, 1907: 

(1) THE FISCAL AfffiNTYPRINCIPAL PAYING AGENT/AGENT 
BANE WILL CHANGE FROM: 

The Industrial Bank of Japan, Limited, London Branch- 

TO: THE INDUSTRIAL BANK OP JARAN (LUXEMBOURG) SA. 

6, Ene Jean Mbonet PO Box 88, L-2010 Lnremboarg 
Ttiepbone: (362) 42 16 17-1 Fax: f362) 42 16 17-489 
TUbb 1288 IBJLX LU. 
far fallowing iw 1 

Credit Fancier de France Yen 78,009000,000 4.75 per cent Bonds 
due 2002 

Republic of Austria Yen 20600/100,000 6 7/8 per cent. Bonds doe 2001 

(2) The Industrial Bank of Japan, Limited, Tbkyois appointed a 
Paying Agent far 

Republic of Austria Yen 20600600,000 5 7/8 per pent. Bonds due 2001 


The Industrial Bank of Ja 

j jf m Apm Branch 


i Limited, 


Dated: 10 October 1997 


Dac 

942 

066 

978 


Plwtous day 1 * wL Crib 120 Puto 160t . Prav. dayto open bt, CMc 12X79ft4a 38672 


base lewping rates 


B^TfiKtUmtod 860 
nnncUAGenBank 860 
•Robert Rentiig A Cb 76Q 
•G6messMBhon 760 

Hat* Bonk AG Zifltch 700 

•HsTtoreeBark 760 
HwtahtoSGwllnwBtt.760 

GtiDOQ&Ca 7.00 

Honrfrang 5 Shanghai 700 

hwstoe Bank (UK) 14*760 

jufanHorfaeBark 760 

•tMpoWJoaflpliASDns?^ 

UoydsBank 760 

MdarriBank 760 

NfltMBEtmiratar 760 
ra fTntt RrrlhTT 760 
Roygl BkoiSoodand 760 
ScotiA VAfawe Bank 760 


•Shgor&FrfBdWdar760 
•5mOi&VMn0tSKs76O 
Sun BaiMtg Go*P LU 760 
TSB 700 

Uitied Bar* of KUaak.760 
Tost Bar* Pfc 760 
WHmoy LafclOtf 760 
YoricaWreBenfc 760 

• UMtbsnrtUHhn 
Imesmrart Sfirtdng 

AM OC l Kln w 

• in artrinfewOcn 


■ THHEE HHITW WlOPOUJW gMM] Sim points 0< 100% 

Open Lstast Change Hgh Low E*. vol Open tot 
Dec 0465 M.17 -902 8428 04.18 174,753 605688 

Mm- 9366 8364 -020 83.88 0364 7255 84,639 

■ USTWBWUWfaai.VimMM»^W4)$irnper 100 % 


Dec 0564 95.05 - 95.13 0566 

M0f 95.06 9568 - 05.10 0568 

M Oprai beamra figs. ■« kr prerinn d« 

cmwtt gjffa DMim pt*ib of 100 % 


38 

56 


5669 

3682 


Strike 

Pita® 
8675 
8600 
9683 
9660 
9875 
Era. ml 


CALLS 


PUTS 


Oct 

047 

923 

001 

0 

D 


Nov 

947 

024 

903 

0 

0 


Dec 

0X8 

924 

906 

901 

0 


Mar 

028 

912 

904 

0 

0 


Oct 

0 

061 

004 

920 

953 


Nov 

0 

nrf> 

906 

028 

953 


Dec MW 

061 069 

902 918 

90S 935 

929 066 

053 061 


W oats 2BMB BM 70320. Prerioue dB^S Open PlM 313777 

nMHQMB lUffE) SPr Itn potota a 100% 


Soto 

Price 

Dec 

- CALLS - 
MS 

Jw 

Deo 

- PUTS 
Mar 

9800 

013 

017 

017 

02 0 

0X2 

9825 

005 

006 

0.10 

037 

OSS 

EE-eoL 

taut, Cate 0 Puto ISO Previous day* open 

b*, CHa 3125 Puto 27 


Jim 

0.82 

980 


REDEMPTION NOTICE 

U^423,000,000 

LIBOR Reset Notes Due Norcmba- 15, 2004 
Oobol liedfarato-Tam Notes, Sexiea D 
SNNo.XM074SB6 
Combos Code No. 53KSS9 

cmcoRPO 

NCflmSHBSYGlV&nHArCBicatahn»ahmrftorad«raneoNBiawbarl4. 
1997 tha tadraapaan Drear) ol of i» US.J23600600 UBOR tera htotos Due 
Nraraadw 15, 2004 itwd by Citicorp under hs Gtchol Madram-Tana Mates, 
Series D pn ayu m on NoMarnbw 14, 1994 (4w *NoleiT i tf a redempt i on price. 
•Aidi rad became Are Bid payable on tfra Redempt io n (Me, equal to lOOfe of 
die prineipel anreunt of Ike NbIh {Ah etomra oaaraed to. bur nai taetodhg,dw 
Bedempfan Date. On 'aid abr be B a dra i y ii nr i Dbm, irtarara on the Notes wifi 
CBBMtoacatBL 

The Nate m to be mderarrad at be mob* office of Glbaaii, NA mlondenwd 
cri bo main effica of Gkbonk (Uraembewg) SA. in Lmwnb ourg. The Noin, 
togribar with J intomt aupons RBtoring obroqpB* to the Redanpicn Dole 
crilodwd thereto, dmdd be prerented and reRindered ct Ihe oBkas ut forth 
dboweonllie lte dranpriepDate. 


Octohw 14 IPP7 

fr: Uifad SbtoiThBlCenvaqrof hkar Yo^ Trerire 


TFI 


FIRST HALF 1997 


Tte Board of Directors oTtfl met on October 7, 1997 under Die 
ch airmanship of Patrick LE LAY, to examine the accoirts for the test 
haff of 1997. 


TFI GROUP 

First half 

%change 

fFRFn«a)) 

1997 

1996 

97/96 

ConnldJtBd banowr 

5,227 

5,002 

+ 45% 

Tfl advertising 

Direfsfeatfofi 

4,026 

IJDl 

LM3 

+ 1.7% 

+ 15,1% 

SKS** 

776 

&8 

+ 125% 

exdudns TPS and tat rate increase 
Nrt Prolft (attrbutabfe to the Group) 

477 

425 

+ 122% 

349 

425 

-17.9% 


Sta 7FI Groups activffies are seasonal, first hatf revenues aid costs 

cannot be erfrapofeted for fufi year projections. 

TFI scored 85 out of the top 100 audcoce ratings far the frst nhe 
monfas of ihe year. The channel obtained a 37.1% audence share on 
women beta* 50 compared to 37% tiring toe sane period it 1996. 
Net advertising revenues grew by 1.7% in a difficult economic 
enwonmait characterised by weak consuner demand. 

Diversification activities continued to pow, rearing a 15% increase 
and now represent 23% of the Groups total turnover 

• Eurosport (34% owned by TFI) is received by 1 out of weiy 
3 European households - Le. 73.5 mJSon homes - in 45 different 
countries. The network recorded a sfetiicant growth in its edde and 
satefite fee revenue. 

• WRh more that 1.5 mfion subscribers as of end of JUte 1997, LCt 
pasted a 47% year-on-year grarth m its subscription numbers, 
thanks to the development of sateSte cfigM TV. 

• PuUshing - Distribution revenue increased by 26% in a very 
competftive environment. This growth maWy stemmed from video, 
music and hotr»shopping actofes. 

• Nine months after its lauicft, TPS (25% wmed by TFI) recorded 
217,000 sr*scrbers to its satelbte offering and around 30,000 
subserfaers to its cinema offer on cable networks. This is wel abwe 
as first (Ajectbe of 175,000 subscribers for 1997. 

Operating proft pew by 13%. Tie objective ri hok&ig programming 
costs at 1996 levels wfl be met 

The consolidated net profit {attributable to Vs Group] was FRF 349 
rrafi09 it inefades the net intact after tax of TPS of FRF 68 mifion and 
the impact of the recent increase in the French Corporation lax rote 
(from 36£% to 41.6%) of FRF 60 mffiort Deducing these dements, 
the net profit ported would have been FRF 477 mSon, a 12% increase. 
The Board of Directors coopted Mrs Claude COHEN, Managing 
Director of TFI Putfclfa 


7TT5 frsriHC r^sAs «■ be pubfched in Sr BALO 

rafcbn ifftnonces Ljfgtes Obigatoirtsl dated October 15, 1997. 


Ccrtacto : tees&r aebNoos Depatiiati : phone ffij. 1.41.41 27 32 
Conmnication Department : {33L2: « .36JJ8 
hdareat: Wp^/mreJn ir - E-mag : eanfiilllA 


MEDIOBANCA 

BANCA Cl CRECrro FtNANZLUUO S.p.A, 

HEAD OmCE. VIA HL0DSAMMATK1 19 MILAN. ITALY 
PAID-UP SHARE CARTAL: UT. 476 BDJJON; RESERVES: UT. 3JSS.7 BILLION 

Notice of Ordinary General Meeting 

Notice is haeby given that an Ordinary General Meeting of 
Medio b anca will be held at die Bank’s Head Office in Via Rlo- 
dra mm at iri 10, Milan, Italy, at 10.00 a .m. on 28tii October 1997 
; if zeqoiza 


to be adjourned, at the same 
1997, to transact die fblkrwing 


At year ended 30A June 
id Ksduiau therm. 


1997, the Dataotf' 


in the Fiv insoDcs. or, 
time and place on 29th 
-busmoc 

1) Appeort of Ac Accounts 
end Statutory AuditM' 

2) Demon tfDimtea. 

3) Ekenon of Statuary Audilm end determination tf Aar annual Jeer. 

4) Appointment of Auditors u audit Ae Bank's unmud aaauna and amudidated 
annual aamtnts pursuant to Pr esid ential Deem 136/75 and its utttmu and 
amsatidaud interim etmmts pursuant t» CONSOS D b eet ure 97001574/97- 

Under Aitide 8 of Mediobanca*; Ankles of Association, Jnreholden who 
have a least five days prior to 28th October 1997 lodged Aar shares at 
dx Company's Head Office oc at any Branch Office of Banea Commer- 
tiale I a fang . Bum A Roma, Credits balbno or at Monte Undi S.pA. 
pn the rase of shares ravaged by it) ifaaQ be entitled to attend the meet- 
ing on presentation of an admisrinn ticket. 

p.p- tire Board of Director* 
die . 
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Kazakhstan ends Placer dispute 


By Kenneth Gooding, 

Mining Correspondent 

A two-year dispute between Placer 
Dome, the Canadian mining group, 
and the K azakh stan government 
over Vasilkovskoye. one of the 
world's biggest gold deposits, has 
been settled by a compromise agree- 
ment 

Kazakhstan has paid Placer 
US$25 m cash, compared with the 
$35m plus interest the Canadian 
company was claiming, and they 
have set aside all further claims 
against other. 

The government, in turn, was 
claiming Placer had broken an 
agreement to develop VasQkovskoye, 
and wanted compensation of $270m. 


Curtis Coward, of McGuire. 
Woods. Battle & Boothe, attorneys 
for the Kazakhstan government, 
said: “Kazakhstan has consistently 
claimed its rights to payment for 
damages throughout this dispute. 
The substantial reduction in the 
amount to be paid to Placer indi- 
cates that the government was quite 
correct in t his position." 

The settlement was reached six 
months after arbitration hearings 
started, under rules of the United 
Nations Commission on Interna- 
tional Trade and Law. 

Placer Dome said the initial pay- 
ment in 1995 had been fully 
accounted for in that year and the 
$25m payment would be reflected in 
its earnings in the fourth quarter. 


John WUlson. Placer's president, 
said: “We are pleased to have 
resolved our differences and to have 
recovered most of our exploration 
expense payment from 1995. Now we 
can resume building a mutually ben- 
eficial relationship with the Kazakh- 
stan government, because Placer 
Dome remains very interested in the 
geological potential of Kazakhstan." 

Placer paid the $35m as what it 
claimed was a returnable deposit 
when it acquired the right to take a 
stake in Vasilkovskoye in controver- 
sial circumstances. 

A tender process involving several 
mining groups, Morgan Grenfell, the 
investment bank, and the European 
Bank for Reconstruction and Devel- 
opment. was cut short by Kazakh- 


stan when tt arranged the deal with 
Placer and its partner. Princess 
Resources, also of Canada. 

Placer pulled out in October 1995 
and said the $35m was due for repay- 
ment by July 4 last year. 

The recent front-runner to develop 
Vasilkovskoye was a consortium 
incl uding Teck Corporation, of Can- 
ada and First Dynasty, controlled by 
Robert Priedland. the mining entre- 
preneur and financier. 

However, in January the govern- 
ment rejected that offer and no other 
group has yet shown a public inter- 
est Norman Keevil, Teck president 
said then the Call in the gold price 
had led the government to pull back 
in the hope of getting better offers 
when the price unproved. 


Investment funds may lift metals 


By Kenneth Gooding 

Market reviews produced for 
London Metals Week show 
that analysts expect copper 
prices to fall sharply next 
year as a supply surplus 
builds up. 

Analysts are forecasting 
prices to drop well below $1 
a pound, or $2,204 a tonne, 
compared with SI .048 a 
pound (&310 a tonne) so Car 
this year. 

Most forecasters also 
expect a fall in lead prices 
□ext year and that tin prices 
will be weaker. 

However, some analysts 
suggest that investment 
funds will be attracted back 
to the metals markets. 

Standard Bank of South 
Africa says in its report that 
global economic growth will 
not be strong enough to gen- 
erate a bull market in base 
metals in 1996. However, it 
adds that al uminium, nickel 
and zinc prices are likely to 
be boosted by investment 
fund activity while "copper 
may be subjected to trading 
from the short side". 

Martin Squires, analyst at 
Rudolf Wolff, a subsidiary of 
Noranda, the fianadian natu- 
ral resources group, agrees. 
He says funds might switch 
some money back to the 
base metals markets next 
year. 


COMMODITIES PRICES 


"With total commercial 
base metal stocks signifi- 
cantly lower than when 
funds last entered the metal 
markets en masse towards 
the end of 1993, we believe 
that metals are strategically 
placed to offer positive 
returns for any such invest- 
ment,” he said. 

It would not take a large 
cash injection to have a sub- 
stantial impact on the metal 
markets, he points out. as 
the total value of London 
Metal Exchange stocks at 
$2.466bn is much lower than 
the $5.7bn at the end of 1993. 

Mr Squires is among the 
big copper bears. He is fore- 
casting three-month copper 
will average 88.5 cents a 
pound, or $1,950 a tonne, 
next year. 

Brandeis (Brokers), the 
trading arm of Pechiney of 
France, suggests copper’s 
average price next year will 
be 90 cents, or $1,984 a tonne, 
while HSBC James Capel is 
looking for 92.5 cents, or 
$2,039. Standard suggests 
that the copper spot price 
will average 98 cents, or 
$2,145. 

Three-month lead prices so 
far this year have averaged 
$652 a tonne. Brandeis. Stan- 
dard and Wolff all expect the 
average to drop to $600 next 
year or by nearly 8 per cent 
Capel, however, is forecast- 


Lower stocks promise better returns 
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mg that lead prices will rise 
slightly to $661 a tonne. 

Giving the bearish view. 
Helen Williamson and Robin 
Bhar. analysts at Brandeis. 
suggest that the lead market 
will move to a supply sur- 
plus of 62.000 tonnes next 
year, then one of 95,000 in 
1999, “as demand growth 
eases in line with a slow- 


down in the global econ- 
omy". 

Brandeis and Capel expect 
tin prices, which averaged 
$5,708 a tonne so far this 
year, to fall in 1998: to $5,700 
and $5,290 respectively. 

Standard is forecasting an 
average of $5,665 but Wolff is 
out of step and predicting a 
rise to $5,800. 


Putting the case for the 
bears, Standard says: "The 
growth in tin demand, typi- 
cally l to 2 per cent a year, 
will not be enough to return 
the market to a supply defi- 
cit without some significant 
cuts by producers." 

Capel is taking a generally 
bullish stance on all com- 
modity prices. 

"The key influence, partic- 
ularly in the base metals sec- 
tor, is the positive outlook 
for the global economy." it 
says in its Global Mining 
Strategy publication. 

"However." it adds, " sup- 
ply growth is of concern in a 
number of the base metals, 
which restr ict s our preferred 
exposures to aluminium and, 
to a lesser extent, zinc." 

Capel is forecasting an 
average al uminium price of 
$1,829 a tonne for 1998 
against $1,624 a tonne so far 
this year. It sees zinc averag- 
ing $1,432 a tonne next year 
against a tonne so Car 
in 1997. 

Brandeis is predicting alu- 
minium will average $1,742 a 
tonne next year and that 
zinc will average $1,380 a 
tonne. Standard forecasts a 
1998 al uminium average of 
$1,860 a tonne and $1,520 a 
tonne for zinc, while Wolff 
sees aluminium averaging 
$1,800 a tonne and zinc $1,525 
a tonne. 


Oil prices 
ease after 
week of 
volatility 


MARKETS REPORT 


By Robert Condna 

Oil prices eased yesterday 
after a week of volatile trad- 
ing. The price of Brent 
Blend for November deliv- 
ery was down 16 cents to 
$20.66 a barrel in late trad- 
ing on London’s Interna- 
tional Petroleum Exchange. 

The market was influ- 
enced by profit-taking, as 
well as by mixed signals 
from the Middle East. 
Reports that the US was 
ready to drop its objection 
to Turkey exporting spare 
parts to Iraq, to repair the 
mnm export pipeline to the 
Mediterranean port of Cey- 
han, helped weaken prices. 

So, too. did a report that 
Turkish troops were pulling 
oat of Kurdish areas of Iraq. 
But there were also bullish 
statements from the US, 
which renewed its warnings 
to Iraq to keep its aircraft 
out of the southern no-fly 
zone, which Baghdad has 
challenged in recent days. 

Meanwhile, the latest 
monthly oO market report 
from the International 
Energy Agency showed a 
strong build-up of refined 
product stocks in August in 
the world’s main industria- 
lised countries. 

The IRA said “the large 
product stock-builds far 
exceeded small itoHnwi to 
crude ofi stocks", although 
it warned that crude ofi and 
gasoline stocks overall 
remain relatively low. 

The report noted that 
"September oil market fun- 
damentals appear to have 
softened somewhat”, 
although concerns about. 
Middle East tensions had 
underpinned prices. 

Preliminary data for Sep- 
tember suggest a continuing 
inventory build-up, with 
global supply up nearly lm 
barrels a day. Demand has 
weakened somewhat due to 
the end of the holiday sea- 
sons in the US and Europe. 


US confident 
ahead of 
crop report 


By NHdd Taft In Chicago 

When the US Department of 
Agriculture releases its Octo- 
ber ciipp report today, a sigh 
of contentment should be 
heard i across the country’s 
grain belt. 

Kariipr monthly forecasts 
have already Indicated that 
the US> is on trade for its 
best-ever soyabean harvest, 
with USDA’s September fore- 
cast standing at 2.746bn 
bushels' a 15 per cent 
increase Wer the 1996 result. 

The edrn crop, although 
not quite p record, also looks 
extremely, healthy: in Sep- 
tember, USDA’s prediction 
was for 9JJ7bn bushels! And 
on the whiat front, produc- 
tion has been forecast at 
around 2£bn bushels, a 10 
per cent improvement over 
the 1996 figure, which was 
affected by drought. 

Included in these numbers 
is a particularly strong win- 
ter wheat crop from the Kan- 
sas growers- Wheat yields 
overall are forecast to be 
dose bo record levels. 

But as harvesting gets 
under way and predictions 
become more accurate, some 
analysts iwwfc these figures 
may even err on the conser- 
vative side. 

Most of the mid west grain 
growing regions have 
enjoyed an exceptionally 
warm, dry autumn - ideal 
for the final production 
stages - and forecasts for 
the next few weeks are also 
promising. 

"Anecdotally, yields seem 
slightly higher than T JSDA is 
currently forecasting,’’ says 
the National Grain aid Feed 
Association, the Washington 
based trade assodatbn, for 
example. However, gften the 
relatively short period 
between the release of USD A 
forecasts, revisions may still 
be fairly modest ‘ 

“They [U5DA] may nake 
some changes rouocF, the 


edges but I don't think it's 
going to be anything major,” 
says Daniel Basse, at Chi- 
cago based AgResources. 

Back in April, no one was 
so sanguine. A sizeable 
tranche of the southern US 
grain belt was hit by a late 
freeze, threatening the win- 
ter wheat crop. Farther 
north, spring wheat-growing 
areas, notably in North 
Dakota and Minnesota, suf- 
fered heavy snowfalls. 

Even as recently as 
August, there were fears 
that a lack of rain could 
affect soyabean yields. In the 
event rain arrived, followed 
by more benign weather. 

In feet, if there is a cloud 
on the horizon it comes from 
outside the agricultural sec- 
tor. “Hie biggest challenge 
is going to be transportation. 
It's dry, warm and the har- 
vest’s good quality - the 
question Is how quickly we 
can move that grain," says 
the NGFA. 

The problem centres on 
the operational restructuring 
that has followed mergers 
and reorganisations at rail- 
road companies like as 
Union Pacific and Burling- 
ton Northern. Some grain 
shippers say this has seri- 
ously reduced service levels, 
and conld hamper timely 
grain deliveries to both 
export destinations and 
domestic users. 

The NGFA concedes, too, 
that there may be short-tom 
“storage crunches” in the 
wake of the bumper harvest, 
but deems these a mino r 
problem, noting many forms 
have added storage capacity 
in recent years. 

The better news for. US 
formers, is that the bumper 
harvest also coincides with 
relatively firm prices for 
grain products. This, coupled 
with payments available 
under the 1996 US Farm Bill, 
should make for another 
year of strong form incomes. 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from A malfra nai ad Meal Tratfng) 

■ ALUMNIUM, 99.7 PURITY (3 per ICrwiej 


Precious Metals continued 

■ GOLD COMEX (100 Troy at.; Wray qz.) 


Sett Day's 



Cash 

3 mths 

Close 

1611-12 

1622-23 

Previous 

16190-200 

1638-60 

h§£#i/tow 


1643/1618 

AM Official 

1611-12 

1622-23 

Kert) dose 


1641-42 

Open Int 

253,760 


Total rtaly tarow 

166,414 


H ALUMINIUM ALLOY <S per tonne} 

Close 

1435-15 

1460-65 

Pnawous 

1420-30 

145Q-60 

HigMmv 


1470/1450 

AM Official 

1435-45 

1460-65 

Kerb dose 


1470-75 

Open BrL 

5002 


Toid tWfy turnover 

1.620 


■ LEAD (3 per tonne) 


Close 

582-93 

603-4 

PrtMOUEi 

589-90 

603-4 

HigMow 


612/598 

AM Official 

532-93 

603-4 

Kerb dose 


611-12 

Open Int 

32,499 


Total Okly tumowr 

7.957 


■ NICKEL (S per tome) 


Close 

6620-30 

6720-25 

Previous 

6660-85 

6680-85 

High/low 


6750/8600 

AM Official 

6620-30 

6720-25 

Kerb dose 


6610-20 

Open m. 

52.448 


Total daily turnover 

18.428 


H TIN (S per tonne) 



dose 

5665-75 

5705-10 

Previous 

5720-30 

5730-60 

HigMaw 


5750/5620 

AM Official 

5665-75 

5705-10 

Kerb dose 


5650-60 

Open lm. 

16066 


Total daily bxnaver 

3.685 


H ZINC, special high grade (3 per tome) 

Close 

1291-91.5 

1299-300 

Previous 

1296-7 

1306-7 

mghrtow 


131271292 

AM Official 

1291-910 

5705-10 

Kart) close 


1310-11 

Open m. 

79.525 


Total dafty nmovra 

28091 


H copper, grade A (S per tonne) 

Close 

2054-55 

2083-64 

Previous 

2066-7 

2094-5 

High/haw 

205572053 

2110/2080 

AM Official 

2054-55 

2063-4 

Kerb cfose 


2102-03 

Open w. 

148063 


Total daBy tranover 

45.425 



price donga H0 low tat 

M 3 ass -60 3330 327.3 S 148 

in* 3277 -6.1 - - - 1 

DM 3212 -6.1 336.7 327!) 31787 91563 

Feb 330.4 -61 3376 326.0 1,069 71.722 

Apr 3320 -61 3392 331.3 119 5352 

Jaa 333.8 -6.1 340 6 333.0 84 9.947 

TOW 34^775185,711 

■ PLATINUM NYMEX (50 Troy CCJ Srtroy oi> 


Oct 

42B 5 -85 

4346 

432.0 

64 

232 

Jaa 

4285 -70 

4365 

4283 

1.458 12020 

AW 

4220 -70 

4295 

426.0 

70 

892 

Jul 

4170 -85 

422.0 

422.0 

1 

4 

TaM 




1301 

13046 

H PALLADIUM NYMEX («» Troy at; S/troy at) 

Dec 

20*30 -0.45 207.50 20400 

579 

3043 

Har 

200.30 -CMS 19600 19650 

29 

368 

Jtei 

19630 -3.95 

- 

- 

- 

113 

ToM 




419 

4025 

■ SILVER COhCX (5000 Trey az.; Gms/tray at} 

Orf 

508.9 -10-1 

5175 

517.5 

20 

10 

Mav 

5107 -105 

- 

- 

- 

1 

Dec 

5725 -10.5 

5285 

5060 17041 75.122 

Joe 

5119 -105 

- 

- 

1 

22 

Hot 

518.5 -106 

5315 

5150 

1040 18.424 

•toy 

521.4 -10.7 

537.0 

537.0 

9 

3,199 


■ LME AM OfflcW E/S rates 1 JS 221 

LME Cloning E/S ratK 1-B27S 

Spot 1X52 3 rate 16193 Eiate 1.8136 9 Mfcr 16067 

■ HIGH MADE COPPER (COMEX) 

sett Day* Open 

pries cteaga ,Low «ai tot 
Oct 04 05 -1.05 9*50 93 50 400 9GB 

Hoe 9455 +0.B0 9500 94.40 275 2552 

Dee 9605 *050 95.80 94.40 4003 27585 

Jaa 95.40 +005 9640 9640 22 1X67 

Fab 9645 +0.70 95.40 3S.<0 60 1.125 

Har 9655 +0.55 96. TO 9520 394 5.409 

TaW MDI 51513 

PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices supplied by N M BPlftacfMdl 

GofcJfTroy oz) S price C equJv SFr equtv 
Close 32980-33030 

Opening 33400-33440 
Morning fbc 333.750 705.726 *82.269 

Afternoon fbi 333.400 204.88? 481.B30 

□ay's High 334 40-334 00 1 

Day‘9 Low 330.00-33640 
Previous dose 333.70-33420 
Loco Left n Mean Sold Lan din g Retro (Vs USB 
-2.74 8 mwTUra — 2.76 

.0.74 12 months — — .2.92 


TaW 10487HHJ8D 

ENERGY 

■ CRUDE OP- NYMEX (1.000 bands. Vbarrel) 

Latest Day** Open 

price dongs Ugh In 1M M 

N» 21.90 -028 2630 21.85 53050 94.901 

Dae 21.91 -0-22 2230 21.83 42179 96713 

Jan 21.78 -019 22.04 21.72 12773 46138 

Fab 21.66 -0.10 21.99 2100 7.817 27.171 

bar 21.41 -0.18 21 63 21.35 2805 14.692 

Apr 21.31 - 21X1 21.28 334 11.672 

TotBl 197.979 448041 

■ CRUDE OIL IPE g/toreQ 

Latest Day's Open 

isfce ebsage HW tow VH tat 

Nov 2663 -619 2103 2008 12107 41.771 

Dae 2001 — 0.7B 2698 2055 9075 54.438 

Jan 2005 -0.13 2084 20*8 2470 29.334 

Feb 2641 -0.11 2665 2041 883 14.639 

■tar 2622 -0.12 20.45 2622 125 500* 

Apr 2004 -013 2626 1994 675 3052 

TaW 27,® 616*744 

■ HEATING OIL HTTE (42,000 US jab, oU5 yfcj 

Latest Day's Open 

price ctengr Mgb Lew 1M tat 

Nev 5675 -641 6055 5900 13095 47072 

Dec 60.70 -056 6105 6060 7061 36093 

Jan 61.40 -006 62X15 6105 1051 21001 

FH» 6155 -6Z1 62.05 6105 1016 11.068 

Bar 6675 -611 BIOS 6650 877 8035 

Apr 5800 -0.36 5880 5B0O 218 5.133 

TOW 28094 144. ICS 

■ GAS OIL PE (Sflonv) 


Dae 283.75 +1.00 284 00 27900 73004206022 
Har 292.50 +1 00 292.75 2862S 16.756 72.493 

May 29775 +050 29800 294 00 3278 19.433 

JH 30100 +675 301.75 297.00 4017 31.425 

Sap 29050 -000 29100 28600 413 2006 

Dec 28600 -650 238.50 283.75 3.730 19.768 

Total 102273 352,119 

m EARLEY LUTE (100 tonnes; £ per tome) 


■ COCOA flCCOt (SOTTi-Tonnel 

Oct a Price Pro*, fey 

BzJy 13Z06 131902 

■ COFFEE UFFE (5 tomes; S/tome) 


■ PORK BELLES CME <40.000fas: canta'te) 


Mas 

7935 

- 7905 7935 

38 

963 

Jan 

8200 

- B2.00 8200 

12 

1,026 

Har 

84.00 

- 8425 8400 

24 

340 

Usy 

85.60 

- - - 

- 

23 

ToM 



74 

20GD 

H SOYABEANS CST S0OCtu ata. orts'SC* btaM) 

Not 

67125 

+600 675M 66100 45.727 95074 

Jan 

678.00 

+725 67900 665.00 

8011 

35,093 

Har 

68450 

+750 66500 672.X 

5.184 

17,357 

Her 

raoxw 

+6.75 X1.X 67800 

2356 

14046 

Jo) 

£34.25 

♦6.75 695.X 66300 

2257 

12087 

Aog 

escoo 

+600 690.00 63a 00 

33 

418 


1629 

♦1 

1646 

1620 

881 

14061 

1645 

♦2 

1665 

1635 

1354 

12434 

1654 

+3 

1688 

1645 

417 

6041 

1663 

+2 

1673 

1667 

36 

1000 

1675 

♦2 

1682 

1682 

40 

329 

1685 

+5 

1690 

1687 

10 

197 





2738 

35,161 


Feb 

60025-1075 61025 60.725 

1,121 

6035 

Har 

X 050 -1.150 61.650 teTSO 

119 

681 

■w 

82600 -1.100 61200 62000 

24 

141 

JH 

63475 -MX 640X 62200 

12 

X 

*1 

64.9X - 

- 

12 

ToM 


1378 

7,188 


CROSSWORD 


»*aj 

JH 
Sap 
TaM 

■ COFFEE •C' CSCE (37,500R»; centa/tos) 


LONDON TRADED OPTIONS 

Strike pries S tonne — CeQa— — Puts — 
■ ALUMINIUM 


No-9,502 Set by ARMONIE 

17 — 1 IT 


Dts 

163.75 

-325 16805 161.33 5.107 12.156 

Har 

14925 

-2.65 15425 14800 1.174 

6038 

Hey 

14425 

-200 1*8 75 143X 

56 

2061 

Jtd 

13925 

-200 143.75 138.x 

21 

2228 

Sep 

13425 

-375 13800 133X 

43 

601 

Dec 

130.50 

-12b 135.X 13000 

10 

393 

ToM 



BJTS 24278 


Total 


64,709178044 


i COFFEE PCOI (US cente/pomd) 


■ SOYABEAN OIL CST (60.0001bs: centoflb) 



Sad 

Oaf's 

Open 


price drangc Hgtl Lmt 

Vo! U 

Oct 

18500 

-000 10700 183.73 

6099 11.184 

Rd* 

186.X 

-100 18850 185.00 

9.1 SO 34,449 

Dec 

18725 

-100 18875 1B62S 

2020 17085 

Jm i 

18800 

-100 1X75 10725 

1055 14,786 

Feb 

1 07.75 

-1 X 1X.OO 18800 

91 7.123 

Har 

18400 

-150 18525 164.75 

X 5072 

Total 



21076108424 

H NATURAL GAS PE (1000 fensa peace per neraa 

Hoo 

12.640 -0220 12850 12640 

115 1210 

Dm 

15500 -0.1X 15070 154X 

175 1.415 

ToM 



415 11035 


OH 

2306 

+0.13 

2302 

2375 

1.798 

2.182 

Dec 

2427 

+012 

24 30 

24.X 12.445 

54281 

Jan 

24.49 

♦an 

24.50 

2428 

3.321 

20256 

Har 

2477 

♦013 

24.70 

24.45 

1247 

11096 

H*f 

24 66 

♦ait 

24 83 

2*65 

1.097 

6,956 

JH 

25.X 

♦0.13 

2500 

2480 

418 

7J77 

Total 





20067 104217 

H SOYABEAN MEAL CST (100 tors; Srton) 

Oct 

222.9 

•50 

223.7 

2172 

3.767 

7035 

Dec 

717* 

+32 

2158 

2120 13025 

43.36B 

Jan 

2156 

+23 

2170 

2 iie 

2206 

16650 

Mar 

2122 

+16 

2130 

2080 

2.7B9 

16040 

Mar 

210.7 

♦1.1 

2110 

207.3 

1020 

16018 

JH 

2124 

+10 

213.0 

2090 

563 

9.446 

TeW 





2*06113088 

H POTATOES UFFE (20 femes: E per tonne! 

Rev 

620 

_ 

- 

_ 

- 

7 

Mar 

850 

+40 

- 

- 

- 

- 

*pr 

1060 

+40 

1050 

1X0 

54 

1080 

«ay 

1710 

-40 

- 

- 

- 

22 

Jaa 

1310 

+50 

- 

- 

- 

- 

TatM 





54 

1,109 

H FR8GHT (BtFPEX) UFFE 61(V«S« DOmt) 

oa 

1415 

-5 

1430 

1415 

107 

Lira 

Rev 

15CS 

-10 

1522 

15ffi 

51 

525 

Dee 

1510 

-10 

1525 

1525 

10 

39 

Jen 

1515 

-10 

1525 

1515 

14 

612 

Ate- 

1515 

-11 

1530 

1S33 

Z* 

220 

Tew 

One 

m* 



296 

2253 

BR 

1317 

002 






Del 8 

Crane dady 12739 

15 fey average 1Z702 


Pisa, fey 

125.72 
12702 

■ WHITE SUGAR UFFE (50 tonnes: S/toma) 


Dec 

3062 

+3.1 

3064 

303.1 1,478 10038 

Har 

311.7 

+■1.1 

3120 

3105 

863 13,992 

Hay 

3156 

♦10 

3103 

3150 

672 3068 


3191 

♦17 

3190 

318.4 

IX 2059 

0H 

315.6 

+1.7 

3162 

315.0 

STS 2.977 

Dec 

3121 

-1.4 

- 

- 

- 124 

TeW 





3249 33088 


■ SUGAR 'll* CSCE (liaOOfflbs; centos) 

Har 1107 +007 1200 11.9311.780 92005 
May 11.93 +603 11.98 1101 2097 22090 

JH 11 80 +0 03 1186 1180 B46 17027 

Oct 11.76 +OJX3 1144 11 78 882 14.765 

Bar 11.71 +003 1107 1106 107 3.137 

Hay u.66 - <100 1100 766 201 

Total 16022151085 

H COTTO N NYCE (50,0008m: oWs/toS) 


09.7%) LME 

Nov 

Feb 

Nov 

Feb 

1500 

151 

154 

1 

14 

1600 

65 

85 

1* 

43 

1700- 

16 

40 

66 

86 

H COPPER 





(Grade A) LME 

Nov 

Feb 

Nov 

Feb 

2000 ..... 

105 

151 

22 

55 

2100 

47 

97 

S3 

99 


16 

56 

132 

158 

■ COFFSUFFE 

Nov 

Jan 

Nov 

Jan 

1600 ...... _ 

51 

t27 

22 

82 

1650 

24 

102 

45 

107 

1700 ... . 

11 

82 

82 

137 

■ COCOA UPFE 

□ec 

Mar 

Dec 

Mar 

7000 —w, . • 

138 

174 

4 

18 

1025 .... 

116 

1® 

7 

24 

1050 

95 

137 

11 

31 

■ BRENT CRUDE 





IPE 

Nov 

Dec 

Nov 

Dec 

2000 

100 

- 

7 

- 

2050 

57- 

- 

17 

- 



- 

■ 

_ 

■ 

_ 

■ 

_ 

■ 

_ 

ran 


■ 

r 


30 


LONDON SPOT MARKETS 

■ CRUDE Oft. FOB (per barrel} +or- 



PULP AND PAPER 

■ PULPEX OMLX tS6c 24 air Pry tarsi 


Oct 

6902 

♦027 

7010 

69.25 

24 

29 

Dec 

7122 

-0.X 

7705 

71 JO 3.419 50236 

Har 

72.78 

-002 

7125 

7275 

387 15002 

BH| 

73.76 

+0.13 

7405 

73.75 

«9 

7.716 

JH 

7405 

♦015 

74 90 

7455 

238 

7051 

OH 

75.35 

+0.05 

7545 

75.40 

IX 

7B7 

TeW 





6064 90027 

H ORANGE JUICE NYCE (iSXXXKs: cents/lbs) 

He* 

72JJ0 

-OSS 

7Z7U 

71.70 1032 17016 

Jaa 

7405 

-050 

75.70 

7400 1.018 11,362 

Her 

78.10 

-ax 

7800 

77 60 

265 

7J81 

Hey 

8000 

-035 

61 40 

80 65 

64 

1J44 

JH 

8305 

-ax 

04.X 

8390 

62 

764 

Sep 

86 05 

+0.15 

86lX 

BS.90 

- 

274 


2004 39,12 


H NATURAL GAS (10000 anSli: SUmRal 


2 months - 

3 months - 
S*sw R* 
s pot 

3 moiths 


-2.70 


prtroy rat US cto equi*. 
32300 323.75 

326.55 52700 

33005 531.15 

1 year 337.10 538.60 

Gold Cotas S price E equfv. 

Krugerrand 331-333 203-205 

Maple Leal 

New SoveraiTi 77-79 47-49 



Latest Days 



Open 


price chaoge Mpti 

Low 

Vri kri 

llav 

2910-0X5 

2960 

2850 24.14Q 48041 

Dec 

3X00 -0012 

10*1 

2950 10.439 34060 

Jaa 

2X00 -0X10 

3020 

2935 

6033 26065 

Feb 

2635 +0005 

2710 

2655 

2140 18.783 

Mar 

2480 +QQ35 

2500 

2460 

434 13012 

Apr 

2265 +0025 

2280 

2230 

373 8.119 

Tetri 




60712 231.m 

■ UNLEADED GASOLINE 



WMEX (420X US galta.-. dUS flrtbl 



latest Day?s 



OPOB 


Hfee cteaga ttigti 

lev 

VU W 

He* 

6055 -005 

6160 

6000 

16257 38250 

Dee 

6000 M)86 

61.X 

6005 

6.434 17281 

-tea 

6060 -074 

6100 

6060 

2.745 15015 

FOR 

6105 -045 

6105 

612 

1.675 4068 

Mar 

62.15 -001 

6215 

6215 

1025 5.069 

*1* 

64.61 

- 

6400 

466 3071 


fed Cay's Open 

price fefe Hpb Lew 1U kri 

Dec 596.00 -ZOO 59700 53600 35 295 

61375 -625 613.75 613 75 S 2D2 

40 493 


FUTURES DATA 

AB ft/ftaes date s uppBoe Dy CMS. 


VOLU ME DA TA 

Open internet an d Volume »!■.:„ shown tar 
co ntra c ts traded on COMEX NYMEX GET. 
NYCE, CME. CSCE ana IPE Crude Ofl are 
one day m arrears. Volume ft Open Inter es t 
ro t ate are far ail bartcri montns. 


Tom 


73013 93057 


Woo) tom Mallet and Co 
Fo ll owing scarp price movements if) and 
dawn in Die previous (wo wtes. Dm Austra- 
lian wool martial settled <nto a mots s table 
paean Bio weak. The easem maridt Inv- 
estor increased by 2 cento on eadi taie 
day (Adelaide and Sydney) to dace 6 cento 
higher at 705 cents a > 13 - The western 
bvfcator inttMty shed 18 cents but then 
held (tan at the now level Western ferope 
was (he principle buyer, with support Hem 
Japan; but Dee was sta no wrong pres- 
ence from China. The main New Zealand 
market hdJcatcr dosed 5 owns higher at 
460 NZ cena a Kg. With this background 
■.gnamnartat semirwnLappnrc acanva- 


INDICES 

■ n eu te i a (Base: 1B/B/31 = 100) 

Oct 9 Oct 8 month ago peerage 
18850 1888.8 18320 18910 

■ CRB Future* (Base: 1967 .= 100) 

Oct 8 Oct 7 month ego jearaoo 
2*604 245.69 

■ oea Spat (Base: 1970 - 100) 


Oct a 
20309 


Oct 7 

202.31 


194.25 


ego year ago 


204.15 


I WAREHOUSE STOCKS (temmj 



+XQ 

to 

738.575 

AJunmun aloy 

-IX 

ID 

49.460 

Copper 

+1000 

to 

34O02S 

Lead 

-ISO 

to 

120,375 

NKkel 

4-U 

to 

62086 

Zinc 

+25 

u 

444025 

Tre 

-Iffl 

to 

10,905 


Dubai 

S19-54-9.69 

-alas 

Brent Blend {dated) 

320.63-1160 

-0.166 

Brent Blend (Nov) 

S20.6B-Q.73 

-ai85 

W.T.L 

S21.98-2.00w 

-0235 

H ON. PRODUCTS MAE prompt deftnry CV (toraw) 

PremLim Gasoline 

3213-215 

+4 

Gas Of 

SI 89-100 

-00 

Heavy Fuel Ori 

SB7-9B 


NfeMha 

S203-20S 


Jet tod 

S204-20S 

-1 

DresH 

SI 07-200 

•00 

H NATURAL GAS yenoarihem^ 


Becscn (Nov) 

1 2.626-12.60 

-025 

ftevatourn Anjut. ret Londtei |Dt7q 3sa am 

m OTHER 



Gold (per boy a 

333006 

-300 

SHvra- (per troy ce}A 

516.00c 

-1000 

PtoBnun (per boy ozj 

5434 00 

-200 

Patotfum (par tray or.) 

3206.00 

+300 

Copper 

100.0c 


Lead (US prod.) 

45.00c 


Tin tKuata Lunpur) 

1B.13r 


Tin (New Vori«) 

2645 

-4.00 

Cattle (five weight) 

S8.13P 

-050* 

Sheep (five weight) 

1Q203p 

-1.10- 

Pigs (Sve uraglii)) 

720OQ 

-7.44- 

Lon. day sugar (ran) 

5279.50 

+2 JO 

ban. day sugar (wte) 

330200 

+200 

Barley (Eng. feed) 

Unq 


Maize (US No9 VeRow) 

£10900 


Wheat (US Dark North) 

Unq 


Rubber (Oct)f 

660Qp 


Rubber (NovJV 

5S50p 


Rubber (KLRSSNol) 

231 ,5z 

-10 

Coconut 04 (!*ri)§ 

6350Z 


Pabn 03 [Matey fi 

SSZSr 

-170 

Copra (PhdXj 

$403. Qz 


Soyabeans (US) 

2195 

+10 

Cotton OuUcdrA - Mas 

7800c 


Woattope ^4s Super) 

428p 



£ per name .ntem enmtse sari p peeeertg. e terasb 
' mgratkp. tn l l aterr i ai cranAQ. y SapOct zOoMer. w 
**7?*** ”**»!. 5 CT ROBMkBB. * Britan nartet 
Cbongi on eerie. 163M Bn 2JS2 tent gf'pi* 
mo. 


ACROSS 

l Shrub having scorch 
dressed with alum com- 
pound (8) 

5 The Nawab is hoping to 
betray the^ clergyman (6) 

9 A stumble follows affecta- 
tion at the runway (8) : 

10 Ordain a student at the end 
of this memtb (6) 

12 Free-foUer attracts atten- 
tion with style (9) , 

13 Society has a lot of prob- 
lems (5) -- 

14 . Search about in tin (4) ' 

16 Anticipate the' charge 

including mineral 
resources' (7) 

19 See what the speaker has 
to say? (3-4) 

21 On reflection, it is appropri- 
ate to be prolific (4) 

24 Suckers Initially listen to 
tricksta- (5) 

25 Nathan tacked into foreign 
food that is smoked (9) 

27 Make beloved's aim, to get . 
attention (6) 

28 In the list, notice a sports 

car (8) 

29 Wicked trader pitched 

(6) 

30 ... . camp, initially, to pres- 
ent additional weapon (8) 

DOWN 

1 Turner accepted love and 
hate (6) 

2 British liner scuttled in for- 
eign capital (S) '• .. 

3 Painter put up prices (5) 

4 A French picture outlining 
Queen and fabulous beast 
CD 


pub 


8 


E the 
re) 

eared in 
orangery 

lg support 
feature®) 
11 The spirits under pressure' 
from filthvtucre (4) 

15 Stop partner si gnalling ranri 

of engagement on board (9) 
17 Len split ncktail! That’s 
wasted &5)\ 

18 HOI dweller rued plan for 
development \g) 

.20 Beastly fenuut swallowed 
port - the fool 

21 Wrapping, suitable for cov- 
ering up new parting CO 
22 Drunk starting to bet on 
the game (6) 

28 There's a blt of And in the 
cheese for the jtaywright 
( 6 ) 

28 Drink for theologan tuck- 
ing into trifle (5) 

Solution 9,501 
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C- ?! 
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9 i 


■ f 


l I 

£ : 


1 \ 

!| 

i • 
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GRAINS AND OIL SEEDS 

■ WHEAT LFFE (100 tonnes: £ per tonne) 

SOFTS 

■ COCOA UFFE (10 tames; C/lonne) 

MEAT AND LIVESTOCK , 

■ LIVE CATTLE CME (40,000ta; oents/Ris) - • J 

JOTTER PAD 

r 

Ti • 


J i 

i i 



Sett Dayte 

Oma 


Sett 


taw 


Sett Day’s 





" . 

f 

• 

1 


price do age Mg* lew 

VM M 


Wee ctnge Kgh 

Low VH W 


Price cfeoge Hlgb Low VH 

tat 





i 

i - • • 

Mm 

8560 -IX 8600 86.50 

38 2.171 

D*c 

1134 

-11 1139 

1129 2.777 48.182 

Oct 

66.925+0050 67075 66.700 1095 

9017 







Jut 

88.X -1.X 89X 8800 

326 2047 

Hra 

1156 

-11 1162 

1131 9* 52031 

Dec 

66025+0050 67ZX 66000 6025 

42063 


: 




! ‘ 

Har 

XX -100 9125 9050 

44 2.703 

Hat 

1172 

-11 1175 

1167 107 23.169 

FH> 

69025+03X 69850 69050 2.792 

18078 


i 



• 


«rr 

9200 -1.X 932S 93.X 

34 1034 

JH 

1188 

-11 1191 

1185 126 9027 

Hr 

72000+0600 73050 72050 569 

11,453 







JH 

94.X -100 95.X 94.75 

- 151 

Sep 

1205 

-10 1209 

1203 1048 14053 

Jan 

60725+0475 7H000 X.X0 413 

8,116 





■ 


Total 


452 9(756 

Dec 

1217 

-8 1220 

1212 743 15035 


69325 +0475 69.750 69025 1» 

2,773 







■ WHEAT C8T(SJXI0bu nan: cents/BOto bushef) 

TaW 



7049162,183 

Total 

12068 

My648 







Dec 

368 75 +6.X 372.X 362.X 13,425 63,743 

■ COCOA CSCE (10 tonnes: S/lomes) 

■ LEAN HOGS CME (JqOOOSto; cental 







Har 

381 50 +6 X 304 X 37500 

3020 26045 

Dee 

1691 

-15 1714 

1685 5063 45.487 

Oct 

68.375+0225 68075 683)0 2,176 

6091 







HO 

387.75 +400 391.X 363 X 

S3 5,195 

Uv 

1723 

-14 1742 

1716 2007 28014 

Dr 

61075-0075 62000 61050 20BS 

18J59 



, 




JH 

38000 +425 392.X 38500 

1048 11092 

Her 

1741 

-14 1756 

1740 341 12,035 

Feb 

61025-0225 S1J50 61075 1.174 

6040 



■; 



i •. . 

Sep 

39500 +600 397.X 394.50 

18 73 

JH 

1757 

-16 1775 

1760 IX 3,732 


S8075+0S75 53200 58025 995 

2075 







Dec 

40250 +2.50 40600 40000 

136 2050 

Sep 

1774 

-15 1782 

1774 67 4JD3 

Jon 

64000-0175 65.000 MAX S8 

1063 






, •' 

TeW 


18,487 110022 

Dec 

1790 

-15 1790 

1789 32 9061 

JH 

63.425+0025 63.GX 634X 10 

838 







■ MAIZE CBT (5X00 bu met: eents/5Gt> busM 

TaW 



15022151096 

TeW 

3063 

18009 






i _ 


! , 
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i 
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LONDON STOCK EXCHANGE 


Bundesbank move adds to market’s unease 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

London’s equity market, which 
was already suffering consider- 
able discomfort from the latest 
warning by Alan Greenspan, had 
to cope with another severe blow 
yesterday as Germany's Bundes- 
bank hoisted its repo rate. 

That move instantly lifted the 
D-Mark against leading curren- 
cies, and hit US Treasury bonds 
and UK gilts, it also put paid to 
any chances of UK shares extend- 
ing a modest rally prompted by 
news that domestic rates were 
being left on hold. 


The FTSE 100 index, which cm 
Wednesday morning had acceler- 
ated to within a point of its previ- 
ous intra-day record, followed up 
Wednesday's 43.5 fall with an 
even worse performance, sliding 
almost ioo points at one stage. 
Having stabilised towards the 
end of the session. Footsie fin- 
ished 443 lower at 5,217.8, extend- 
ing the fall over the past two 
sessions to 873, or 1.7 per cent 
As usual, the second Users and 
smaller stocks suff ered le ss than 
the leaders, but the FTSE 250 still 
showed a fall of 17.7 at 43646 
while the FTSE Small Cap fin , 
ished 42 off at 2376. L The FTSE 
All -Share index lost 17.6 to 
2.45L49. 


Those moves brought a dose to 
another tempestuous perfor- 
mance by UK stocks as global 
events completely overtook 
domestic news. 

The head of marketmaking at 
one leading UK securities house 
said that the message from the 
US and Germany was unequivo- 
cal and that rates in both coun- 
tries are now on their way 
upwards. 

“It’s only a question of timing. 
With regard to the US, the next 
meeting of the Federal Reserve’s 
open market committee is on 
November 12. Perhaps they'll 
move then - if not then, cer- 
tainly at the next meeting,” he 
said. 


He also took the view that Lon- 
don will have to consolidate after 
its run to new peaks in recent 
weeks. He said the mood around 
the City’s trading desks was 
increasingly gloomy after the 
events in the US and Germany 
but that few were expecting a 
sizeable correction. 

Other bearish factors were also 
making themselves felt. Of these, 
the shift to order-driven trading 
on Monday week was leading to 
growing nervousness among 
dealers worried about the poten- 
tial for system failure in the 
event of a big market slide. 

And old hands were pointing 
out that the transition to order- 
driven coincides with the 10th 


anniversary of the great crash of 
1987 which saw Wall Street 
plunge over 500 points, or 22 per 
cent, in a single session and Foot- 
sie fell 500 points in two days. 

Another marketmaker noted 
Wall Street’s rallies on Wednes- 
day, when the Dow Jones Indus- 
trial Average finished well off its 
lows, and again yesterday when 
the Dow clawed back almost all 
of an early 80-point retreat 

He said there was little or no 
signs of any heavy selling pres- 
sure. merely marketmakers 
marking prices lower to head off 
any attempted selling. 

Turnover in equities totalled 
8263m shares, down on the levels 
of the past couple of sessions. 



tadkm and ratios 

FTSE 100 52173 -443 

FTSE 250 4864.6 -17.7 

FTSE 350 . 2509.4 -183 

FTSE AB-Share 2451.49 -1734 

FTSE AB-Share yield 3.18 3.16 

Best performing sectors 

1 Electronic & Beet Equip +03 

2 Diversified fads .+03 

3 Property ; +03 

4 Building & Const +0.0 

5 Transport -0.0 


FT 30 3359-7 

FTSENon-Rne p/e 2132 
FTSEIOOFut Dec 52643 

10 yrGflt yield 6.57 

Long giH/ecpjfty yld ratio 239- 

Worst perforating sectors 

1 Insurance — -- — r — ; — =. 

2 Gaa Distribution 

3 BuflcBng Metis 

4 Household Goods — L 

5 Extractive bids — 


Another 
lift for 
Zeneca 


By Peter John, Joel Kibazo, 
Martin Brice and Alexander 
Stevenson 

Internationally-traded 
Zeneca shunned weakness in 
UK and US markets as bro- 
ker enthusiasm combined 
with resurgent takeover and 
merger talk. 

Dresdner Klein wort Ben- 
son has moved its stance on 
the pharmaceuticals leader 
from "hold" to “buy". In an 
expansive review of the 
stock's potential, the broker 
argues that Zeneca now 
needs to find a strategic 
partner to fiD product gaps 
because its research and 
development pipeline will 
begin to look thin. 

Dresdner commented: 
“Zeneca needs a partner in 
order to maximise its re turn 
on its products. We would 
anticipate Zeneca being the 
next Novartis [the Swiss 
pharmaceutical giant formed 
from last year’s merger of 
Sandoz and dbaj." The bro- 
ker believes there is a 10 per 
cent upside in the share 
price. 

The recommendation fol- 
lows a very bullish note 
from Salomon Brothers ear- 
lier in the week. And it coin- 
cided with a rush of specula- 
tion about international 
corporate activity. There 
was a rumour that Zeneca 
was poised to link up with 
Astra of Sweden. Analysts 


said the fit would be appro- 
priate but Astra was 
unlikely to be looking for a 
partner after recently com- 
mitting $300m to new 
research and development 
premises in Boston, Stock- 
holm and London. Zeneca 
shares moved back towards 
their £2235 peak, closing 25 
higher at £2L32‘/i. 

British Energy, a very 
strong performer over the 
past few days, hit a new clos- 
ing high as a shortage of 
stock in the market was 
exacerbated by a recommen- 
dation from Deutsche Mor- 
gan Grenfell 

The broker was arguing 
that next year's deregulation 
will lead to a real price fall 
of electricity pool prices of 
only 2 per cent. The shares 
lifted 21 to 40Gp. 

PowerGen fen 14 Vi to 742p. 
A Spanish press report, later 
denied by the company, said 
it was considering a link 
with Union Electrica-Fenosa 
of Spain and any agreement 
would be aimed at opportu- 
nities emerging after liberal- 
isation of the Spanish mar- 
ket in January. 

Railtrack soars 

Among transport stocks. 
Railtrack soared through 
the £10 barrier, as it gained 
30 to £10.07*4. buoyed by the 
recent positive sentiment for 
property groups. 

Similar thoughts helped 
P&O advance 9 to 723%p on 
hopes for the flotation of its 
Boris Homes subsidiary, and 
anticipation of the planned 
merger of Its cross-Channel 
routes with Stena. 

Sentiment in house- 
builders was helped by 
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strong results from Kier 
Group, the small construc- 
tion company, which talked 
of the UK construction cycle 
“progressively improving for 
the first time m more than 
Eve years”. Its stock 
advanced 6 to 221 !4p, and 
others in the sector also 
rose, helped by the prospect 
of no immediate rise in UK 
interest rates. Taylor Wood- 
row gained 2V4 to 194 Vi p 
while Persimmon rose 6Vi to 
234p. 

Bank of Scotland headed 
the list of Footsie risers as 
the market continued to 
applaud last week’s strong 
interim figures. The shares 
gained i5/i to 5l6Vip. 

Pressure on Barclays con- 
tinued as broken made cau- 
tious noises about the 
mooted disposals at the 
bank’s investment arm. UBS 
and Credit Lyonnais Laing 
were both said to be bearish. 

Lloyds TSB dipped 8% to 


782 V*p. The bank was one of 
several speaking at a 
two-day conference hosted 
by Merrill Lynch for 200 
institutional investors early 
in the week. It reminded 
investors that it remained 
keen to make a big acquisi- 
tion soon. Legal & General 
or Prudential Corp are seen 
as plausible targets. 

Among engineers. IMI con- 
tinued to bask in the after- 
glow of its announcement of 
the purchase for £86m of 
Herion-Werke, the German 
pneumatic valve maker, and 
the stock rose 3 to 429ftp. 

The deal, which is earn- 
ings-enhancing, was 
described yesterday by Colin 
Crook, an analyst at Lehman 
Brothers, as “another sensi- 
ble bolt-on acquisition". He 
also told clients the deal 
increased IMI’s access into 
the home market of its big- 
gest rival, Festo of Germany. 

One trader said: “This is a 


FT 30 INDEX 

Oct 9 Oct 8 Od 7 Oct 6 Qct3Yr ago *F8gh ~Low 

FT 30 3359.7 3387.8 3402X1 3397.9 3407a 28242 3407.3 2668.8 

CM. dn. yteW 3.35 3.33 331 3.32 321 4.01 442 3.31 

P/E ratio net 21.92 22.11 2820 22.18 22.18 17.20 22.20 15.80 

fVE ratio rtf 21 £2 21-81 21.90 21-87 21.88 17.04 21JW 15.71 

FT 30 Bnce uu mpl uttn. hiflft 3*07.3 03/10*7; low 4 ft* 264*7*0. Base DsMc 1/7735. 

FT SO hourty changes 

Open 990 10J80 11 JO 1290 1300 1400 ISdOO ULOO High Low 
3380X1 33703 3378X1 3379.8 33822 3357.7 3354.7 3342.8 33580 338SO 3335.1 



Oct 9 

Oct 8 

Oct 7 

Oct 6 

SEAO bargatos 

46090 

51067 

48,716 

52X266 

Equity turnover (Em)t 

- 

NA 

2927.6 

32185 

Equity bargalnst 

- 

NA 

50,679 

51,045 

Shares traded firiyt 

- 

NA 

B79.1 

867.5 


tEadudns hw-mrehtf and marnas ttiUMr but Induing Crest turnover. 
O FTSE Inwitflml Untied 1907. Al rights reserved Tor 1997. 


H London nssricot dtftai 

Rbtf and taBs" 52 Week highs md lows UFFE Equity option s 

ToM FSsbs 498 Total Highs 113 Total contracts 42^446 

Total Fads 1.104 Total Lows 88 CbBb 17.185 

Same 1 A5& Puts 25251 

Oct 9 *Data based ah Equity shams fisted an the London Share Swvfcs. 


Forthcoming Surveys 


Asia - 
Pacific 


1997 


• Thailand 

• Kansal 

• South Korea 

• Philippines 

• Greater Mekong 

• Asian infrastructure 

• China 

• Taiwan 

• Indonesia 

• Australia 

• Japanese Industry 

• Korean Investment in Europe 

For further information on advertising in any of 
the above Surveys r please contact: 

Jenny Middleton or Haj Haffejee in London 
Tel. +44 171 873 3794 
Tel. +44 171 873 4784 
Fax: +44171873 3204 
or Brigitte McAJinden or 
Gavin Bishop in Hong Kong 
Tel: +852 2905 5554 Tel: +852 2905 5555 
Fax: +852 2537 1211 

or Patrick Brennan in Tokyo 
Tel: +81 3 3295 4050 Fax: +81 3 3295 1264 
or your usual Financial Times representative 


FT Surveys 


very good strategic fit with 
its Quid power business.*' 

The sector's bid story, 
T&N, beat the market trend 
to rise 5 to 250/ap on hopes 
of improved terms from Fed- 
eral-Mogul. Traders pointed 
to the low levels of share 
d ea l ing s since the offer was 
announced as evidence that 
the four main shareholders, 
who have more than half of 
the shares in issue, are 
determined to hold out for 
better terms. 

Investors really wanted aD 
thing s spice at Character 
Group after the company 
secured exclusive rights to 
distribute Spice Girls dolls 
In the UK. The merchandis- 
ing group’s shares had a 
sporty run-up of 21 to 14714p. 
Character’s broker. Peel 
Hunt, maintained its cur- 
rent-year profit estimate of 
£4-2m, commenting that the 
news underpinned its confi- 
dence in the company. 

Silk surge 

Silk Industries rose 6 to 
I58%p on the back of favour- 
able press comment about 
its strategic acquisition of 
Paul Costelloe and the 
expectation of reasonable 
interim results on October 
27. Investors continued to 
show confidence in Leeds 
Group, the textile company, 
as the share price closed up 
4 at 127'/*p. The price has 
continued to rise following a 
spate of selling which saw it 
sink to 106‘Ap on September 
24. 

Retailer Carpetright was 
among stocks that managed 
to resist the poor market 
trend, boosted by a broker’s 
recommendation. The shares 
were steady at 555p after 
Charterhouse Tilney issued 
a buy note on the stock. 

Investors favoured H&C 
Furnishings which made a 
recommended £47. 6m offer 
for Kingsbury Group on 
Wednesday. Shares in the 
former hardened 4 to 283Vap 
while the latter was 


unchanged at 200p. Among 
property stocks British Land 
and Land Securities contin- 
ued to benefit from Wednes- 
day's upgrade of their hat 
asset values by James 
Capel’s recent upgrade. Brit- 
ish Land improved 7V> to 
70%> while Land Securities 
rose 1314 to £10.58. 

However, profit-taking in 
Pillar Properties saw the 
shares relinquish 314 to 278p. 

There were buyers for 
First Leisure and the shares 
gained ll to 291%p, ahead of 
a trading update to be pub- 
lished next week. • 

An announcement by the 
American company, Caraus- 
ter Industries, that it is con- 
sidering a bid for the Britton 
Group pushed the latter's 
shares up 3214 to 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 



Groggy bourses take another hammering 


Friday October 10 1997 


EMERGING. MARKET FOCUS 


WORLD OVERVIEW 


World markets were still 
staggering from the blows 
inflicted by Alan Greenspan, 
the US Federal Reserve 
chairman, on Wednesday 
when they were hammered 
a®* 1 * by the Bundesbank’s 
increase in the repo rate 
and the resignation of the 
Italian prime minister, writes 
Philip Coggan. 

The Bundesbank’s move - 
the first rise in German 
rates for five years - trig- 
gered a series of rate rises 
across the European Union, 
in Austria, Denmark, Bel- 
gium, France and the 
Netherlands. 

As the start date for Euro- 








Pean economic and mone- 
tary union approaches, 
short-term rates will become 
increasingly linked - Indeed, 
yesterday's increase can be 
seen as the first stage of the 
convergence. Analysts are 


looking for rates In "core" 
countries such as Germany 
to rise to around 4.5 per 
cent, with rates in "periph- 
eral" countries such as Italy 
to foil to the same level 
That is, of coarse, if Italy 


makes it through to the first 
stage of Emu after the resig- 
nation of Romano Prodi. The 
Italian markets sold off on 
the news, on the fear that 
without the budget cuts 
needed to meet the Maas- 
tricht criteria, Italy would be 
left out of Emu’s first stage. 

But the scale of the sell-off 
was restricted - about VA 
points in the bond market 
and fljfi per cent off the MD>- 
tel index - by the hope that 
a budget deal could still be 
cobbled together. “I don't 
think the Italian political 
has lost the will to be 
part of Emu,” said Mark 
Howdle. European strategist 
at UBS. 

Indeed, the I talian market 


was not even the worst per- 
former in Europe. Amster- 
dam achieved that dubious 
distinction, falling 3.1 per 
cent on a day when' most., 
leading markets dropped by 
2 to 3 per cent 

To add to the European 
markets 1 woes, the increase 
in the German repo rate to 
3 B per cent prompted a rise 
in the D-Mark against the 
dollar. An initial two pfennig 
rise to DML7350 was partly 
reversed by some European 
central hart* buying of the 
US currency- . 

Mr Greenspan’s comments 
wore an additional negative 
factor. The Fed chairman 
had said on Wednesday that 
the US economy was on an 


“unsustainable track” and 
that ft was “dearly unrealis- 
tic" to expect a continuation 
of recent stock market gains. 

The implication - of his 
remarks was that US inter- 
est rates might have to rise 
to head off inflationary pres- 
sures. In Asia, that caused a 
share sdl-off in Hong Kong, 
where the currency .is 
pegged to the dollar. 

When New York opened 
again yesterday, the bench- 
mark 30-year Treasury bond 
dropped a further point, and 
the Dow Jones Industrial 
Average fell . sharply, as 
investors reflected on Mr 
Greenspan’s comments. 
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Greenspan’s 
warning casts 
shadow on Dow 


German rate rise triggers falls 


AMERICAS 


Wall Street had a mixed 
early session, falling heavily 
at the outset then appearing 
poised for a turnaround 
before running out of steam 
late in the morning, writes 
John Labote in New York. 

Bullish investors remained 
on the sidelines for most of 
the early session, unnerved 
by Wednesday's words of 
caution from Federal 
Reserve chairman Alan 
Greenspan. The Dow Jones 
Industrial Average fell by 
more than 60 points at one 
stage. By early afternoon, 
the Dow had par tially recov- 
ered. trading 29.47 lower at 
3.065.59. 

The broader Standard & 
Poor's 500 index was off two 
points at 971.79. Technology 
stocks remained slightly 
hig h er and by midday were 
moving strongly higher. The 
Nasdaq composite index, 
which is weighted in tech- 
nology issues, rose 4.72 at 
1,746.49- 

Bond trading also reflected 
the uneven market. The 
benchmark long bond eased 
A to yield &372 per cent at 
midday, while shorter-term 
Treasuries were unchanged. 

Putting downward pres- 
sure on bonds was a report 
on jobless claims for the first 
week of October. These fell 
by an unexpected 5,000 for 
the period, suggesting that 
the labour market continues 
to be tight- That helped 
depress banking stocks. The 
Philadelphia BKX index of 
24 banking stocks lost more 
than two points at 756 -27- 

Investors continued to sift 
through Mr Greenspan’s 
comments for a sign an the 
direction of interest rates, 
leading to some renewed 


stock buying by midday. “It 
got to a point where people 
thought the s elling was over- 
done, a knee-jerk reaction to 
the Greenspan speech,” said 
senior equity trader Arthur 
Hogan of Morgan Stanley. 

"Motorola kicked off the 
earnings season with a 
stronger-than-expected 
report, and that is helping 
the market,” Mr Hogan 
added. 

General Electric, a Dow 
component, rose at $7iy« 
after beating analyst esti- 
mates of earnings. Most 
other Dow shares drifted 
lower, led by retailer Sears 
Roebuck, which lost nearly 2 
per cent at $53% after the 
company reported that total 
sales were up a sluggish 4.9 
per cent 

Shares of Georgia Pacific, 
the paper company, were 
down slightly at $106% after 
the company reported better- 
than -expected earnings. 

TORONTO continued to 
track Wall Street with 
steady selling- of the broad 
market dwarfing the modest 
improvements seen among 
gold shares. The 300 compos- 
ite index was down 45.00 at 
7.14&50 at the noon calcula- 
tion. 

Banks suffered from the 
downturn among bonds 
which moved lower from the 
opening bell. Toronto- 
Dominian Rank lost 95 cents 
to C$50.10 and Royal Bank of 
Canada 40 cents to C$7L25. 
Bank of Montreal ended off 
50 emits at C$59.90. 

Golds were supported by a 
solid day for bullion. Barrick 
improved 10 cents to C$33.65 
and Placer Dome 10 cents to 
C$26.70. High-tech group JDS 
Fitel jumped C$8.55 to 
C$77.55 following strong 
first-quarter earnings. 


Sao Paulo bounces back 


The Bundesbank's largely 
unexpected decision to raise 
its key money market rate - 
which triggered a series of 
s imilar rate rises elsewhere 
in Europe - and renewed 
political turmoil in Italy, left 
leading bourses sharply 
lower. 

FRANKFURT tumbled 
more than 3 per cent in 
Immediate response to the 
Bundesbank's move. But in 
late electronic trade, the 
Ibis-indicated Dax Index 
picked up from its lows and 
closed down 87.48 or 2.1 per 
cent at 4,17932. 

Hypo Bank was a rare win- 
ner among the leading 
stocks picking up 69 pig at 
DM81.99 while its merger 
partner Veremsbank gave up 
DM1.40 to DM10530 follow- 
ing press reports quoting 
analysts who believed the 
synergies from the merger 
were greater imagined. 

Commerzbank edged 5 pfg 
higher at DM63.70 as it con- 
firmed that it did not want 
to buy any part of the UK 
investment bank BZW. 

MILAN was convulsed by 
renewed political crisis as 
Romano Prodi. the prime 
minister, resigned after fail- 
ing to reach agreement with 
bis neo-Communist coalition 
partners over the 1998 bud- 
get 

The real-time MIbtel index 
hit a low of 14301, down 616 
or 4 per cent before rallying 
after centre-right opposition 
leader Silvio Berlusconi 
called for a grand coalition 
of left and right to keep Italy 
on course for Emu. 

The index later recouped 
some losses to close 442 or 
2.6 per cent lower at 15.075. 

“The best solution now is 
for a grand coalition to be 
set up quickly," said Fran- 
sesco Giordano, economist at 
Credit Suisse First Boston, 
although he said such a 
move could raise doubts 
about Italy’s credentials to 
be a founder member of Emu 
on political stability 
grounds. 

The financial sector was 


hit by interest rate concerns 
because rate rises In “hard" 

Emu currencies limit the 
Ra«fr of Italy's ability to cut 
local rates in future. 

Alleanza fell L661 to 
L15.750, while Credito ltal- 
tano was off L184 at L4160, a 
faD of 43 per cent. 

PARIS trudged lower in 
the heaviest volume of the 
week to push the CAC 40 
index back below the 3,000 
level. There were patches of 
resilence, notably at Sanofi 
which managed modest 
headway, but the CAC 40 
closed off 63.43 at 2360.65 in 
17.8m shares traded. 

Retailers provided the big- 5,73212. Analysts said that 
gest casualty with Pinault- the market was under pres- 
Prin temps sliding FFr109 or sure from failing SMI futures 
3.9 per cent to FFr2,700. which in turn sent index 
Legrand. off FFr45 at he avywe ights lower. 

FFr1,166, was not for b ehind CS Group fell SFr435 to 
along with L'Oreal which SFr2 11.50 as speculation 
shed FFr83 to FFr2^55. grew that Credit Suisse First 

In contrast, Sanofi clawed Boston would bid for parts of 
hack early losses to end investment bank BZW. 
FFr5.00 higher at FFr549. MADRID suffered its big- 
Pro modes held steady at gest one-day fell for 18 
FFr2.100 as cracks appeared months as the general index 
in the determination of the shed 18-06, or 3 per to 
Gui chard family, a key 596.08. Interest rate sensitive 
Casino shareholder, to pres- utilities were the biggest los- 
ent a united front against ers although Union Fenosa 
the Promodes takeover bid. dropped just Pfa25 to Ptal265 

A family member repre- on reports that it was in 
seating 5 per cent of Casino talk* with PowerGen of the 
voting rights was quoted in UK about an allian ce, 
the French press as saying BRUSSELS was enlivened 
he would prefer a watertight by a 6 per cent surge in the 
deal with Promodes than publicly quoted shares of its 
hand over to Rallye which National Bank on renewed 
has presented a “white .speculation that the .bank 
knight" offer to Casino- ' ~ 

AMSTERDAM took the 
heaviest knock among lead- 
ing bourses, slipping 28115 or 

3.1 per cent to 916.14 on the 

AEX index. ‘ 

Another dull day for bonds 
continued to weigh heavily 
on the financials with ABN 
Amro down FI 2. 10 or 43 per 
cent at FI 40.70. Royal Dutch, 
knocked by softness for the 

dollar and oil prices, shed / k7" 

F1 330 to FI U1.1D. . fj jT; 

ZURICH gave up midday iyjr/ 

gains to dose more than one 

per cent lower as many ■=— "* 

investors were taken by sur- 

prise by the German rate — 

rise. The SMI index ended 

90.1 or L6 per cent lower at 
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might pay out ^ cash- from 
reserves in a share buyba*&.': 
The activity was spurred by 
a press report saying that 
BNB might pay BFttOQJXJO a 
share to small shareholders 
who hold about 50 per cent 
of the bank’s capitaL . 

BNB began the year at 
BFr47,500 before rocketing to 
BFr65,0QQ in mid-February 
on rumours, denied by the 
government, that the state 
would buy back the 200,000 
hariV shares still in public 
hflnrtc to make the bank 
folly independent for Rmn. 

BNB shares raced up 
BFr3,250 to dose at 
BFiS7,450, off a high of 
BFr5&200. The broad market 
was weak and the Bel-20 
index fell 36.02 or 1.4 per. 
cent at 2,465.94. . 

Written and edited by Michael 
Morgan, Jeffrey Brawn, Jona- 
than Ford and Peter HaH. , 


SOUTH AFRICA 

Golds continued to im p rove , 
but the broad market in 
Johannesburg, unsettled by 
tiie shakeout across Europe, 
moved lower. The all-share 
index ended off 47.6 at 
7,249.0. 

Industrials declined 69.1 
to 8,799.9 and financials 644 
to 10,019.5. Hopes that bul- 
lion could soon make an 
assault on the $334 level 
lifted golds 27.2 to 1,074.0. 


Ambitious targets for 
expansion dominate the 

strategy • of . the Egyptian s^3 S ^ a ggggaaBHWl 
gervernmeirt. in its efforts to 

reform, streamline and reg- v 

ulate the booming .Cairo 
stock market 

In the past 12 months’. " 

the value of daily trading 

has risen fry 69 per cent : 

and fore i g n investors were 

involved in. 31 per-cent .of. i 

transactions in the first six 

months of' 1997. Foreign : ia^KjWWW BHB i 
portfolio investment now j 

stands at $ifrbn on a stock 
market capitalised at * 

$20bn. ' : 

The past year has been > 

dominated by .moves- to issue. to be. made «n^ the 
upgrade stock exchange Egyptian ■stock market to 
technology and ensure - date. ' • ..._£■■ 

transparency in order .to - Central to retaining 
handle heavier volumes. 1 ’■ •. investor canfideneet(£as 
The plan is ^ lift daily b erin !ther: feithch "Of ah 
trades from 15^)00 to about extensive programme , of 
100,066. In dollar terms, the institutional reform. V. 


Cairo market is 85 per cent 
above its levels of January 
3996. but in recent months, 
has been a steady,' rather 
than spectacular, per- 
former. - * '! V‘ V" v 


art : The . Capital Market 
ry Authority is determinaLto 
hs improv e internal checks 
isr -within sales system' to 
ir- provide real-time -records. 
~ - v * and install . constant otwrir- 


The privatisation pro-ovation oftxade from within 
gramme 1 is extensive:- "the Cairo .and Alexandria 
Tranches of shares instate- Stock Exchanges. An extete 
owned companies remain sive computerisation pro 
in the top-ten. volume lead- grahnne is under way. 
ers, ranging! from- -Suez.-. - The- variety of forms of 
Cement to Naar City Hous- investment has ■. been- wM-. 
ing. Among private, ccanpa- ened. Currently. 13 mutoal 
nies, shares in Commercial, funds : are Investing ftr 
Intematianal Banklead toe- Egyptian stocks, each par- 
market capitalisation table _ suing * transparency fry 
at $L2bn. introducing quarterly staie- 

However, •' shares in .merits, 'lists of fendhold- 
family-owned companies . ings and, in-tbecaseofone 
have become increasingly .? fuftdL: : manager, . daily 
active as they come to see- redemption. 1 
the benefit of share issues The mutual funds are 
as a source of investment likely to be £ey beneficial 
finance. The flotation of 30 ties' of a : go v e rnm ent deck 
per cent of Olympic Gfroup;/ sirin ^;to"invest j«rf of the 
Egypt's leading manufac- j$25bn /state pension fund 
turer of electric heaters, "rinphu 'in' equities. 
was u times subscribed in- ' The government's choice 
July, and gave a strangsig- nf . investments- has bean 
nal to other private compa- cautious, and the relative 
nies that initial public paucity . of experienced 
offerings presented a reel Egyptian fund manage rs 


introducing quarterly state: 
.marts, 'lists of fond.. hold- 
ings and^in-tbecaseaf one 
fund, manager, 'dally 
redemption. - 

The mutual funds are 
likely to be ^cey_ jhanafleia^ 
ties of a guverrmieut dect 
sirin ; to “invest parf of the 


opportunity. ' .. 

. Further big i $p^ are on 
the cards. The sale of 
shares : in state-bwsed' 
Egypt Aluminium Is" expec- 
ted before the end of Octo- 
ber , and will be the largest 


hair dictated a slow pace! 
But significant sums ; are 
likely to be placed in $l00m 
tranches in ..the 1 coming | 
rhontfrs. -! •••• 

•' MarR Haband 





FT / FRESHFIELDS > 
EUROPEAN PRIZE ? 

FOR THE BEST 

BUSINESS LAW STUDENT 1997 


A fair sprinkling of Latin 
American centres rallied 
yesterday morning, although 
Mexico City continued to 
track the softness on Wall 
Street with renewed losses. 

SAO PAULO bounced 
strongly as bargain-hunters 
moved in. Volume was said 
to be dull but there was 
enough buying around to lift 
the Bovespa index 262 or 2.1 
per cent to 12,694 at midses- 
sion. Upbeat forecasts for 
motor industry output over 
the next few years helped 
underpin sentiment. 

CARACAS also gained 


ground, adding 122.97 or 1.2 
per cent to 10.452£7 on the 
EBC index at midsession. 
SANTIAGO had put on 0.32 
to 123J24 on toe IPSA index 
at the end of the morning 
ses sion, 

MEXICO CITY continued 
to slide with market heavy- 
weight Telmex off 36 centa- 
vos at 19.94 pesos. Turnover 
was nominal. 

"It’s all down to the Dow 
and the European rate hikes. 
The locals are doing noth- 
ing," said one broker. The 
IPC index was off 6L99 at 
54S&83 at mjdsession. 
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Rate worries rock Hong Kong 


The FT! FRESHFIELDS 
European Prize will be open 
to citizens of the European Union 
who are specialising in business law 
and are about to embark on their 
professional career. Prizewinners 
from each country will take part in a 
final European round which will be 
held in Rome in December 1997, 
and in different European cities in 
subsequent years. Travel expenses to 
. the final round will be met. 


F PRIZE 

The equivalent of 3,000 ECU plus six mnndw 
in one ofFteshfidds' European offices. 

2 nd PRIZE 

The equivalent of 1,500 ECU pins threy months 
in one of Freshfields* European offices. 

3 rd PRIZE 

The equivalent of 750 ECU plus three months : 
in one offieshfidds* European offices. .- 


ASIA PACIFIC 


Renewed fears of higher 
interest rates sent HONG 
KONG to a sharply lower 
close after US Federal 
Reserve chairman Alan 
Greenspan's warning on 
inflation and on the US 
stock market boom. 

The Hang Seng Index tum- 
bled 565.40 or 3^ per cent to 
14,273.12. Turnover jumped 
to HK$15.Xbn from 
HK$i0.4bn on Wednesday. 

Analysts noted Hong Kong 
interbank rates were already 
at a substantial premium to 
US rates because of the 
regional currency turmoil. 
Any prospect of US rates ris- 
ing further was a cause for 
concern. 

Traders said toe day’s sell- 
ing had been exacerbated by 
the long holiday weekend 
beginning today, ‘and ahead 
of yesterday’s Bundesbank 
meeting amid heightened 
speculation of higher Ger- 
man interest rates. 

Interest rate-sensitive 
banking stocks were hard 
hit with HSBC falling HK$U 
to HK$245. China plays were 
also slammed with the red 
chip index plummeting 7.6 
per cent and the H-share 
Index down 6.1 per cent 



TOKYO also ended sharply 
lower ahead of today's 
national holiday, writes 
Gwen Robinson. The Nikkei. 
224 average slid 242.26 to 
17.376.92 after trading 
between 17,330.67 and 
17,627-57. 

New* York’s overnight 
weakness dampened market 
sentiment. Selling acceler- 
ated in toe afternoon, as for- 
eign investors and domestic 
ins ti tutio ns ran down their 
positions ahead of the long 
weekend. 

Volume rose to an esti- 
mated 397m shares from 
301m. Declines led advances 
783 to 318. The Tppix index 


of all first-section stocks fell 
17.72 to L360.24 and toe capi- 
tal-weighted Nikkei 300 was 
down 3.74 at 269.54. 

In London, toe ISE/Nikkei 
50 index rose 0.20 to 1,600.57. 

Banking. issues retreated. 
Analysts said news of a 
planned meager between two 
regional banks. Fukutokn 
and Naniwa, underlined con- 
cerns about the health of toe 
banking system. Sakura 
Bank, the day’s most active 
stock, fefl Y2S to Y530. Bank 
of Tokyo-Mitsubishi lost Y70 
to Y2.140. 

Securities bouses were 
mixed. Nomura rose Y20 to 
Yl,640 but Nikko Securities 
.fell Y6 to Y504. Rail group 
JR Tokai held steady at 
Y335.000 following Wednes- 
day's smooth market debut 

Among bright spots, Mit- 
sui Fudosan surged on plans 
to buy prime property near 
Tokyo station, rising Y40 to 
y 1.610 after reaching an 
intra-day high of Yi^ 20 . 

Jn Osaka, the OSE average 
fell 189.52 to 17,896.20 in vol- 
ume of 13.7m shares. 

MANILA rallied strongly 
in late trading as a better 
day for the peso sparked bar- 
gain hunting. The composite 
index jumped 5857 or 3 per 
cent to 2,00550 to partially 


re verse recent heavy losses. 

SYDNEY fell steeply as 
hopes for a further interest 
rate reduction receded. The 
All Ordinaries index lost 46^ 
or 1.7 per cent to 2,722.2. 
Banks led the way down 
with the sector index off 2.4 
per cent NAB came off 90 
cents to AJ23.01 and Westpac 
14 cents to A58.69. 

KUALA LUMPUR held 
firm after early losses as toe 
ringgit continued to firm. 
The composite index ended 
11.66 lower at 82454. 

Analysts said the market 
was resilient because it was 
pinning hopes on next 
week’s budget "People are 
hugely optimistic that the 
budget will be toe saviour of 
the market and the econ- ( 
omy, but there is no evi- , 
dence that will be the case," 
said Edward Goodchild at 
Foreign & Colonial, a long- 
time bear of toe market 

TAIWAN soared 2.5 per 
cent following the announce- 
ment of a government pack- 
age designed to stimulate 
foreign investment 

The main index rose 206.05 
to 846157 but analysts were 
cautious about further gains, 
citing currency concerns and 
foreign disinvestment wor- 
ries. 
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Managers with the best returns can 
snap their fingers and investors come 
running, says Katharine Campbell 

Funds flood across 
the Channel 


When two UK bankers 
running a young private 
equity operation can raise 
S2Uftm from new investors in 
the space of five months, 
something must be afoot. 

Last month Doughty Han- 
son - the name not ol a 
grand financial institution 
but just the principals' 
respective surnames - com- 
pleted a fund to be chan- 
nelled into European private 
equity that Is more than 
twice the size of its nearest 
competitor. 

There is a momentum 
gathering behind private 
equity across Europe. Nigel 
Doughty and Richard Han- 
son - former Standard Char- 
tered bankers who left to 
form their own private 
equity partnership seven 
years ago - last struck out 
on the fund-raising trail in 
1994. The sums they pulled 
in - eye-catching enough at 
the time - amounted to just 
DMlbn. 

Estimates from KPMG 
Corporate Finance suggest 
that funds totalling more 
than £20bn are searching for 
a home in European private 
equity. US Investors, discov- 
ering that intense competi- 
tion is driving prices up and 
returns down in their domes- 
tic market, are flocking 
across the Atlantic, while 
European institutions which 
withdrew from the asset 
class after disappointing 
experiences in the mid-1980s 
are slowly returning. At 
present, those who have pro- 
duced the best returns can 
snap their fingers and the 
investors come running. 

Private equity encom- 
passes everything from large 
leveraged , buy-out deals to 
the more traditional venture 
capital channelled into 
start-up or early stage busi- 


nesses. While there are some 
signs of a revival of interest 
In emerging businesses, par- 
ticularly in the technology 
sector, today’s flood of 
money is directed primarily 
towards buy-out opportuni- 
ties. 

The optimists hold that at 
long last, continental Euro- 
pean companies are feeling 
the pressures to restructure. 
With the mantra of share- 
holder value increasingly 
heard, a stream of busi- 
nesses ripe for buy-out or 
buy-ln treatment Is expected 
as companies dispose of non- 
core divisions. Meanwhile, 
private family-run compa- 
nies are having to put aside 
their deeply-held suspicions 
of outside equity providers 
as the vicissitudes of the 
global economy and the 
problems of succession force 
managers to consider new 
ways of funding their busi- 
nesses. 

Mike Stevens, head of 
MBO services at KPMG Cor- 
porate Finance, says: “We 
believe the continental Euro- 
pean buy-out market is now 
entering a virtuous circle 
where the How of businesses 
that are suitable far buy-outs 
and the influx of interna- 
tional investment capital are 
starting to feed off each 
other. All the ingredients for 
a boom in the European 
market are in place." 

Unsurprisingly, the charge 
is being led by UK private 
equity managers, who have 
cut their teeth in what is by 
far Europe's most sophisti- 
cated market 

A number of institutions - 
such as 3i, the UK's leading 
supplier of private equity - 
have been attempting to 
secure a foothold on the 
Continent for many years. 
Some have found it a painful 


process. France, where 
investments have until 
recently been very tough to 
realise and where poor eco- 
nomic conditions have te k en 
their toll, has proved a par- 
ticularly harsh environment 
One UK fund manager 
noted: "We have been told 
we are in the top quartile, 
but that Is comparing disap- 
pointing with appalling." 

But none of that clouds 
the current burst of enthusi- 
asm. 

Alan MacKay, develop- 
ment director, continental 
Europe, at 31, acknowledges 
the group opened its first 
office, in Paris, in 1983. But 
today there is "a Rolls-Royce 
structure" in place. "We 
have recently inserted the 
turbo charger. We hope to be 
screaming down the Auto- 
bahn very shortly." 

This year, the network has 
expanded from five to 10 
offices, with 62 executives. 
"In three years' time, we will 
be double the size - in terms 
of number and amounts of 
investments." Last year, the 
group invested £87tn in 53 
businesses. 

For many years, small 
development capital deals 
formed the staple diet in the 
region. Now buy-outs, which 
In the UK have produced the 
richest returns, are begin- 
ning to take off. 

“Buy-outs on the Conti- 
nent are still spotty adoles- 
cents,” says Mr MacKay. 

Carol Kennedy, director of 
developing markets at Pan- 
theon Ventures, calculates 
that UK buy-out transac- 
tions in 1996 totalled more 
than those completed in 
France between 1989 and 
1996. But a head of steam is 
building. In the first six 
months of 1997, volumes of 
larger buy-outs and buy-ins 



(over £10m) rose to £2.66bn 
on the Continent, compared 
to £1.24bn in the same period 
in 1996, according to KPMG 
Corporate Finance. 

The road to development 
will not be easy, and there is 
no lack of potential pitfalls. 
Chris Ward, head of private 
equity at Deloitte & Touche 
Corporate Finance, warns: 
“Investors should not risk 
high-jumping Into non-do- 
mestic markets before they 
have figured out exactly how 


those markets function." 

Commenting on the com- 
pletion of the clutch of $lbn 
plus investment funds this 
year, John Singer, director 
at Advent International, 
adds: “There is a danger 
people will be forced to do 
thin gs because the money is 
burning a hole in their pock- 
ets. You can't just say the 
UK Is getting difficult, let's 
jump into the Continent" 

Ian Armitage, managing 
director of Mercury Asset 


Management's private equity 
division, says “perhaps the 
biggest challenge is how to 
attract and retain the talent 
to deploy capital". 

New markets mean a 
dearth of experienced invest- 
ment professionals while 
managing cross-border 
operations brings a host of 
problems. A few houses, 
such as CVC Capital Part- 
ners, have established an 
integrated network across 
the region. But others are 


struggling. "Differing perfor- 
mance between countries 
will create tensions over the 
allocation of rewards, which 
may lead to defections,” Mr 
Armitage warns. 

Under-developed markets 
also mean inexperienced 
lawyers and accountants - 
who, among other things, 
are not accustomed to work- 
ing at the sort of frenetic 
pace that has become de 
riguevr in Anglo-Saxon buy- 
outs. Nicholas Hewitt, direc- 


tor at the COBA Group, a 
firm of UK strategy consul- 
tants, noted: "The gestation 
periods are glacial It is not 
uncommon for a buy-out to 
take a year. The longer it 
takes the riskier it becomes 
- and the more it costs." 

Meanwhile, back in the 
more established, but 
increasingly crowded UK 
market, there are worries 
that high prices and elabo- 
rate financing structures 
may spell problems. "Parts 
of the UK market are over- 
heated", says Mr Armitage, 
“particularly In the £100m- 
plus leveraged buy-out seg- 
ment where forecast returns 
are falling to the very low 
20s (per cent per annum, 
after returns in recent years 
of 30 per cent or morel” 

The advent of high-yield 
debt incorporated into the 
largest deals in recent 
months sounds alarm bells 
for some. Ms Kennedy says: 
“High-yield debt allows 
people to pay more - leading 
to very high prices relative 
to history and to the quoted 
markets. This is only justifi- 
able if genuine value Is 
added to the businesses.” 

Guy Eastman, managing 
director at Granville Private 
Equity Funds, is among 
those who thinks there could 
be casualties. One of his par- 
ticular concerns is the speed 
at which some houses are 
investing. "If one deal starts 
going wrong, it takes an 
awful lot of management 
time to sort it out. That will 
test the real strength of 
these groups,” he predicts. 

These are challenging 
investment conditions - 
challenging in different ways 
In a frothy UK market on 
the one hapd p nd a newly 
developing continental 
region on the other. A shake- 
out is virtually inevitable in 
coining years, with room for 
the emergence of probably 
only a handful of groups 
that can continue to earn 
investors’ trust and raise the 
very largest hinds. Other 
participants will have to 
seek niches - whether by 
region, sector or stage of a 
business’s development. 

While the battle for rank- 
ing persists, though, the 
excitement surrounding 
European private equity will 
live on. 
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2 EUROPEAN PRIVATE EQUITY 


INVESTMENT STRATEGY « 


by Katharine Campbell 


Continent is the new 
promised land for UK 




/venture capitalannof thev i -' 
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There has been a 
stampede across 
the Channel but 
business has not 
been easy 




its busiest to date, it 
invested just £87m in 53 
business. 

There have been a host of 
ineffectual joint ventures 
entered into by other houses 
as a much cheaper route to 
mafriug the leap across the 


25 per cent of its large port- 
folio in continental deals, 
conducting the exercise from 
its London headquarters. 

Gordon Bonnyman, man- 
aging director of Charter- 
house Development Capital, 
broadly agrees that is the 


another office.” 

Apax plans to integrate its 
own operations and is 
watching Schroder Ventures’ 
progress with interest "The 
trend today is towards 
regional, even global, 
funds.** says Ronald Cohen, 
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MURRAY JOHNSTONE LIMITED 

is pleased to announce the final closing of 
Murray Johnstone Private Acquisitions Partnership n 
at £68 million bringing total funds 
under management to approximately £400 million 

and 

this year we also raised in excess of £35 million through the launch 
of our second venture capital trust, Murray VCT2 

and 

we have invested £32 million in a range of companies requiring 
equity finance from £500,000 to over £10 million equity. 


M U R R AY 
JOHNSTONE 



Murray Johnstone Private Equity Limited 
(an appointed representative of Murray Johnstone Limited, regulated by IMRO). 

7 West Nile Street, Glasgow G1 2PX.Tdephone 0141 226 3131- Pax 0141 248 5636. 

Murray Johnstone has other offices in London, M a n c h ester Birmingham and Sh effiel d. 
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FRSTAXPOIMC 

■. "^xation 
' Softwai?e 
. Supplier 

Equity led, structured 
and bntfcrcwirten by 
Gresh^nTVust pic. 


MBIof 

pmEtci: pizza 

; Leading operator 
of 192 nationwide 
Home Delivery and 
Take Away outlets. 

Equity led, structured, 
underwritten and delivered by 

Gresham Trust pXc. 
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£12m f unding 
for the acquisition of 
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. by Barnes Trust 
Media Ltd 
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\ . and underwritten by 
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SERVICES 

Credit Management 
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.•; Equity led, structured 
; and underwritten by ; 
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Insurance 
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jUBOPEAH BUY-OUTS, by Graham Bowlev in FrankflJrt 

Germany leaps t 




Number of dials 
20 0 


Value of dealt (EbtUon) 
0 02 0.4 


0.6 1.0 


Owner-managers heeD reluct ^t to put their 

are now less companies up for sale. US 

, 1Cb *. entrepreneurs frequently 

reluctant to invite buUd “p oq o company, seu it 
partners into their on to other lnvestors and 

£1 JrJ™- meir move on to bui] d up another 
companies successful business. 


Tbc talk is of change in the 
medium-size and smaller 
buy-out markets In continen- 
tal Europe. 

A fundamental transfor- 
mation in the German econ- 
omy. Europe's biggest, is 
throwing up unpiecedented 
opportunities for private 
equity and venture capital. 
And the forces at play in 
Germany are also, to a 
greater or lesser extent, driv- 
ing change elsewhere on the 
con tinea c. 

The German private 
equity market is less devel- 
oped than the more sophisti- 
cated markets of the US or 
the UK. for several reasons. 
One reason is that many of 
Germany’s companies tend 
to be family-owned, with 
businesses passed on from 
ooe generation to the next, 
leaving scant opportunity 
for fresh private equity. 

A second, cultural, reason, 
is that German manager- 
owners have traditionally 


entrepreneurs frequently 
build up one company, sell it 
on to other investors and 
move on to build up another 
successful business. 

However, in Germany sell- 
ing a company has tradition- 
ally been perceived as an 
admission of failure. "You 
just did not do it. That is 
why there are not so many 
medium-sized businesses for 
sale as in the UK and US." 
says Roland Egerer, at Deut- 
sche Betel ligungs. the pri- 
vate equity company. 

A third reason is that com- 
panies wish to remain finan- 
cially Independent. German 
companies have traditionally 
fina nced themselves through 
bank loans - and for this 
reason the influence of 
hank s in the German econ- 
omy is higher than in most 
countries. 

This method of financing 
means that owners retain 
full say in their company. 
But many are beginning to 
realise that private equity 
might be a more appropriate 
financial structure if the 
company wants to grow and 
take risk s. The fact that in 
Germany the ratio of enmpa- 


HIGH- YIELD DEBT • by Samer Iskandar 

Potent new 
financing tool 


Investors receive 
yields several 
percentage points 
higher than 
blue-chip bonds 

European high-yield bonds 
have come a long way in a 
short time. 

The success of most deals 
launched since the market's 
inception in March has 
fuelled bankers' hopes that 
the sector would soon grow 
to become one of the most 
potent new financing tools 
on this side of the Atlantic, 
as it did in the US a decade 
earlier. 

More than Slbn of securi- 
ties have been issued in the 
past six months in Europe's 
most actively-traded curren- 
cies - D-Marks, sterling and 
French francs. 

Borrowers range from 
Geberit. the Swiss sanitary 
firm acquired by venture 
capitalists Doughty Hanson 
of the UK. to Exide, a lead 
iug mal:er of industrial find 
automotive batteries. They 
also include television broad- 
casters Castle Transmission, 
which bought the BBC's 
domestic transmission ser- 
vices. and Moulinex, the 
French kitchen appliance 
manufacturer. 

High-yield bonds are spec- 
ulative debt securities issued 
by borrowers with ratings 
below' the investment grade 
threshold of the credit rating 
agencies - BBB- for Stan- 
dard & Poor's and Baa3 for 
Moody's Investors Service. 

In return for the higher 
risk, they reward investors 
with yields several percent- 
age points higher than those 
available on bonds by 
blue-chip issuers. 

In mergers and acquisi- 
tions. where they are most 
in demand, high-yield bonds 
are seen as the toughest 
challenge yet to existing 
market participants, mainly 
providers of mezzanine fin- 
ancing. 

"High-yield bonds have 
made significant inroads 
into tbc mezzanine markets 
in the past year or so," says 
a banker in London. “I am 
not sure some of the larger 
acquisitions, such as Wel- 
come Break. Neopost, or 
Geberit. would have been 
possible without them." 

Tina Sharp, director of 
ABN Amro Causeway Mezza- 
nine. which advises the 
Dutch bank's pan-European 
mezzanine funds, attributes 
the success of high-yield 
bonds to an increase in the 
average size of financing 
deals. 

“We are at a stage in the 
cycle when deals get larger 
and larger." she says. "Large 
deals increase the attractive- 
ness of high-yield bond fin- 
ancing.’' 

However, she does not 
believe the new instruments 
will affect demand for mez- 
zanine. “The market for sub- 
ordinated financing as a 
whole has grown,’" she says, 
with all market participants 
benefiting as a result. 

Instead, the market seems 
to have segmented itself nat- 
urally around the $75m level. 
High-yield bonds have 
proved to be more suitable 
for larger deals, while mezza- 
nine remains a favoured 
instrument for smaller trans- 
actions. 

European high-yield bonds 


have been issued with yields 
in the region of 9-10 per cent, 
or 300 to 450 basis points 
more than underlying gov- 
ernment bonds. This com- 
pares with returns of up to 
20 per cent on mezzanine fin- 
ancing. This cost advantage, 
however, is largely depen- 
dent on the size of the issue, 
because bond investors seek 
liquidity. If an issue is too 
small to allow fast transac- 
tions, they are likely to 
require a high premium. 

Experts believe the emer- 
gence of high-yield bonds 
has had a beneficial effect on 
the mezzanine market 
“High-yield bonds have 
broken mezzanine's monop- 
oly and stimulated market 
participants, " says Bruce 
Roe. head of acquisition and 
leveraged financing at Salo- 
mon Brothers in London. 
“As a result mezzanine pro- 
viders have become more 
flexible and more realistic in 
terms of the level and type 
of returns they expect. For 
example, they are now more 
willing to accept straight 
coupon returns, without 
warrants." 

Ms Sharp says the compe- 
tition has also led mezzanine 
providers to broaden the 
range of products they offer. 

“In expansion capital, they 
are now accepting to take { 
more risk - and price the : 
service accordingly." she 
says. 

Rand] Shure. senior man- 
aging director at BT Capital 
in London, the venture capi- 
tal arm of Bankers Trust, 
believes flexible clauses for 
early redemption of mezza- 
nine often increase the 
attractiveness of this type of 
financing relative to bond 
issuance. 

“In many instances it is 
much cheaper to call 
[redeem before maturity] 
mezzanine than bonds," he 
says. “This makes mezza- 
nine more flexible for fast- 
growing companies which 
want to go public in the near 
future and repay their debt." 

Among the factors threat- 
ening the nascent high-yield 
debt market is the risk of a 
sharp sell-off. A syndicate 
official at a large US bank 
explains: “A bear market in 
interest rates would not 
affect high-yield debt very 
badly. But a credit problem 
could do a lot of damage. 

“We have not had any 
defaults yet in Europe. But 
incidents are bound to hap- 
pen. When you are leverag- 
ing companies, you will get a 
hiccup sooner or later. The 
real test is: how will junk 
bonds perform in a down- 
turn?" 

While most professionals 
agree there will be room for 
the two instruments to co-ex- 
ist, a majority believe the 
high-yield bond market has 
more growth potential. 

“Liquidity is what ensures 
the growth of a market," 
says Mr Roe at Salomon. “As 
this market grows, we will 
see the development of Euro- 
pean versions of the mutual 
fund. They are the invest- 
ment vehicles which have 
stimulated the growth or the 
US high-yield market" 

Mr Shure agrees. "There 
are more and more investors 
looking for higher yields," 
he says. “At the same time, 
there are more and more 
borrowers looking to raise 
money. These are ideal con- 
ditions for growth." 


nies' equii\ tn total assets is 
on average less than 20 per 
cent, compared with around 
00 per vent in the UK and 
more than sill per cenf in the 
US. ill us trains the scope for 
growth. 

However, more and more 
companies arc realising that 

they have u» look to growth 
and international expansion 
if they waul to survive. 
Many of Germany's small 
companies Face stagnation in 
their own market because of 
the weak state of the Ger- 
man economy, the country's 
ltiph labour costs, punitive 
tuxes, anri bureaucracy. 
However, in many cases 
they lock sufficient 
resources t»> ilu so. 

As inarki-ts become more 
global, many continental 
European mm panics are for 
the ursi time having to face 
up to foreign companies 
competing against them id 
their own markets. Accord- 
ing tu Mr Egerer. the need 
for external help and advice 
from experienced partners is 
greater inr.v than it has been 
at any time before. 

- “The time i«. hi-n? for pri- 
vate equity firms to help 
medium sized companies to 
grow." he soys. 

As a result of these pres- 
sures. German owner-man 
agers. i\ hn have been the 


cornerstone or the Mittel- 
stand's success in the post- 
war period, are losing their 
reluctance to invite equity 
partners into the company. 

But several other factors 
are also responsible for the 
current period of change. 
One is the problem or succes- 
sion. 

Many medium-sized com- 
panies were founded in the 
aftermath of the second 
world war and have grown 
strongly since. But their 
original owners are now 
nearing retirement age. 
Some companies are being 
passed on to younger genera- 
tions within the family. But 
many owners are selling up 
and looking for new inves- 
tors, throwing up opport uni- 
ties for management buy- 
outs and buy-ins. According 
to Brun-Hagen Hennorkes. a 
professor at the University 
of Stuttgart and an expert on 
the Mittelstand, about 
7U0.000 family-owned compa- 
nies will be looking for new 
owners over the next 10 
years. 

The change-over to a 
younger management gener- 
ation - whether within the 
owner's family or to new 
managers from outside - is 
contributing to the forces of 
transformation. The new 
generation - often with busi- 
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ness educations and with a 
greater awareness of inter- 
national markets - sec a role 
for equity investors as well 
as banks as financial part- 
ners. “They see that they are 
not only bringing in equity 
but they are also bringing in 
strong advisers who can help 
and coach as they grow 
inter nation ally.” said Mr 
Egerer. 

Another herald of change 
is the sharp turnaround in 
corporate strategy by many 
of Germany’s biggest compa- 
nies. After years of expan- 
sion into different business 


areas which in several cases 
led to difficulties and losses, 
many are pruning back and 
selling divisions of their 
sprawling empires. 

One example is Daimler- 
Benz. the industrial group, 
which has sold loss-making 
divisions and is looking to 
spin off other parts of its 
activities to focus on core 
business. Other large compa- 
nies - including Hoechst, 
the chemicals and pharma- 
ceuticals group - have pur- 
sued a similar strategy' of 
spinning off peripheral divi- 
sions to concentrate on 


boosting shareholder value 
in its core activities. 

Such flux is naturally 
proving a strong attraction. 
Many private equity and 
management buy-out groups 
and advisers are showing an 
increased interest in conti- 
nental Europe, and in Ger- 
many especially. According 
to a survey by Initiative 
Europe, a private equity spe- 
cialist. and the University of 
Nottingham in the UK, the 
German management 
buy-out market was the big- 
gest in continental Europe 
for the first time last year. 


fuelled by the intense 
restructuring and change in 
the economy. 

They estimated that the 
value of management buy- 
outs in Germany increased 
to Sl.Sbn last year, more 
than double the 1995 level 
and surpassing France, tra- 
ditionally the most active 
continental market, for the 
first time. “France is a little 
bit more advanced than Ger- 
many but of course in terms 
of potential market size and 
economic importance the 
German market is bigger." 
said Mr Egerer. 


3i has completed more management 
buy-ins across Europe than anyone 
else a With our backing and with 
the support of our Management Buy-in 
Programme you could soon be running 
your own company s Meanwhile, guess 
what else is being wasted? Time m 
Call us now on 0171 928 3131 ■ 
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EARLY-STAQE INVESTING ACROSS EUROPE - by Christopher Price 

Fresh interest in 
technology funds 


FUND-RAISING • by Katharine Gampbetl 
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Early-stage 
investing has 
begun to attract 
fresh interest in 
Europe 

Something is stirring in the 
European venture capital 
market. Early-stage invest- 
ing in technology ventures, 
long-considered a byword for 
under-achievement, has 
begun to attract fresh inter- 
est and a small but growing 
following among fund man- 
agers. 

There are many reasons 
for the renaissance, a factor 
which market participants 
believe could add longevity 
to the trend. ‘"There had 
been a definite improvement 
in market conditions which 
looked very promising,” says 
Gerry Montanus, a general 
partner at Atlas Ventures, 
the fund management group. 

Guy Fraser-Sampson, man- 
aging director of Horsely 
Bridge International, a US- 
based early-stage technology 
investment group, agrees. 
"Things are really happen- 
ning at the moment in 
Europe. For the first time we 
are seeing technology funds 
coming into the market try- 
ing to recreate the US 
model.” 

Early-stage investment 
has often been characterised 
by poor returns and medio- 
cre management It has also 
been associated with the 
involvement of governments, 
whose motivation to profit 
has rarely if ever compared 
to that of venture capital 
investors. 

Furthermore, statistics 
from the venture capital 
industry reflect this trend. 
According to the British 
Venture Capital Association, 
early-stage funds raised 
between 1380 and 1932 have 
produced returns (net of 
costs and fees) since incep- 


tion of 6.5 per cent per 
annum to the end of Decem- 
ber 1996. This compares with 
‘ returns of 25-4 per cent for 
large buy-out funds. 

The disparity in the perfor- 
. Stances . between manage- 
ment buy-outs and early- 
stage investment is also 
reflected in the allocation of 
funds, with only 1.4 per cent 
of UK private equity hinds 
put into the latter, compared 
with 72 per cent for MB Os. 
The UK accounts for around 
half of the European venture 
capita] market 

Mr Fraser-Sampson 
believes early-stage has per- 
formed so poorly up to now 
because of a lade of manage- 
ment experience and inade- 
quate financing. 

Management inexperience 
has been a factor on both 
sides. On the one hand, ven- 
ture capitalists have tended 
to make their investments 
without putting into place 
any proper monitoring pro- 
cedures or support mecha- 
nisms for company directors 
who are often more adept at 
technology development 
than running a business. 

“It has been very difficult 
to find managers of compa- 
nies in which venture capi- 
tal has been invested who 
have the experience to take 
it forward," says Mr Fraser- 
Sampson. 

It has not just been a man- 
agement problem which has 
discouraged funding for 
high-tech start-ups. The lack 
of a formal exit avenue has 
also put off investors. “Fund 
managers need to see a way 
out for their investments," 
says Jim Martin, director of 
technology investments at 
3L 

Indeed, many companies 
and would-be technology 
entrepreneurs have turned 
to the one place which does 
have the structures in place 
for financing, advising and 
exiting - the US. 


European fund managers 
say that is now beginning to 
change. Undoubtedly the 
success of the technology 
sector In the US has been a 
big influence. 

Not only has it acted as a 
role model for European 
managers, but it has also 
prompted US fund managers 
to look to Europe to seek 
better value as North Ameri- 
can prices have risen. 

Mr Martin points to 3i 
research which shows the 
amount of funds invested in 
technology by US venture 
capitalists at $6bn in 1996. 
The corresponding figure for 
Europe was just JSOQm. "For 
two similar sized economies, 
the disparity shows the 
enormous market opportu- 
nity in Europe,” he says. 

But there have been other 
factors contributing to the 
emergence of technology 
investment in Europe. 

Intense competition for 
funds in the buy-out market 
has led to price rises and a 
re-evaluation by fund man- 
agers of the more keenly- 
priced early-stage market 
. "Funds which have been 
concentrated on the buy-out 
market have begun to look 
again at early stage invest- 
ment which might offer bet- 
ter returns,” says John 
Singer, a director at Advent 
International, the venture 
capital group. 

A better understanding of 
the technology market has 
been developing. The advent 
of global communications 
has undoubtedly benefited 
both sides of management, 
as has more widespread and 
positive coverage of technol- 
ogy issues. 

“European technology 
companies are looking more 
at the global opportunities 
that are present, and they 
are also beginning to attract 
very high calibre people,” 
says Mr Martin. 

At the same thnp, inves- 
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tors are also developing a 
greater knowledge of the 
technology market, bringing 
greater confidence to the 
evaluation process. Informa- 
tion on a wide range of tech- 
nology issues, from the 
internet to life sciences has 
increased enormously in 
recent years. 

Again echoing the US 
model, venture capitalists 
point to the rise of European 
centres of excellence, such, 
as Cambridge in the UK and 
Munich in Germany. These 
have begun to take on the 
roles supplied by California 
and Massachusetts which 
receive more than half the 
venture capital technology 
investment in the US. 

Finally, the development 
of definitive exit routes for 
investors has also given the 
venture capital market a 
boost. 

At least three new 
exchanges have been 
launched in the past two 
years, all aimed at amaiipr 
companies and with relaxed 
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admiss ion rules to encour- 
age early stage ventures. 

- The London Stock 
Exchange’s Alternative 
Investment Market (Aim) 
was launched in 1995 and 
has proved a great success. 
Almost 300 companies with a 
combined market capitalisa- 
tion of £lbn have joined 
and prompted the formation 
of several dedicated Aim 
funds. . * 

The other two markets, 
Easdaq and Euro NM, have 
proved less popular, 
although supporters say 
their later launch and wider 
brief means their success 
wfll take longer to achieve. 
Easdaq in particular has 
attracted much attention 
given its proclaimed aim to 
copy the success of the Nas- 
daq market in the US. Nas- 
daq, which lms a small stake 
in Easdaq, been the 
backbone of the' success of 
the high-tech sector, g ivin g 
attractive valuations and 
attractin g a large number of 
European companies. 

“It will be a slow process, 
but things are changing,’' 
says Mr Fraser-Sampson. 
“Interest Is developing, 
returns are improving and 
the number of funds is grow- 
ing.” 


In the past year 
pioney has 
flooded in looking 
for a home in : 
European markets 

Private equity managers 
loathe fund-raising. 

- Travelling to remote parts 
of the mid-west of America, 
begging bowl in hand, to be 
quizzed, by prospective inves- 
tors why they made that bad 
deal in the previous fund 
can be an uncomfortable 
business. 

“It is the most labour-in- 
tensive farm of capital rais- 
ing I know,” says one fund 
placement agent at a' US 
investment bank. 

Investors, who are almost 
invariably committed to 
locking up -their money in an 
illiquid 10 -year fund, are 
understandably cautious. 
-They cannot Suddenly wake' 
up in two years and think 
the market is getting toppy 
and sell,” the placement 
agent continues. So the 
. courtship period can take six 
or n foe months, or even lon- 
ger- ' 

to the past year, however, 
many UK managers have 
found the exercise at least 
considerably leavened by the 
flood of money looking for a 
home in European private 
equity markets. . 

Carol Kennedy, director at 
Pantheon Ventures, says: 
“Everyone is euphoric about 
the asset class at the 
moment” 

In May, Schroder Ventures 
put down its marker with 
the first biHion-dollar fund 
to be raised for investment 
in Europe. Within days it 
was out s t rip ped hy Charter- _ 
house Development Capital, . 
which closed its £800m fund 
at the beginning of June! 

Last mouth Doughty Han- 
son secured a far larger 
vehicle yet with its new 
|2£bn pot Its last fund, put 
together as recently as 1995. 
had amounted to ■ just 
DMlbn. illustrating the pace 
at which firms can raise new 
money. 

“Clearly all investors read 
the same statistics” says Ms 
Kennedy. “Money, flows are 


chasing .flag ,feyger transac- 
tions which have historically 
outoerformad." . . 

Hie British . Venture Capi- 
tal Association’s perfor- 
mance statistics; to. the end 
of December 3996 show that 
large buy-out funds have on 
average produced annual 
returns - on motley raised 
from investors between 1980 
and 1992 - of 25.4 per cent 
after costs arid fees.' 

Many of the large tends 
are raising it least half their 
money from the US. where 
the state, pension-; funds, 
often looking at overseas pri- 
vate equity for the first time," 
are helping to drive the 
momentum: Handsome past 
returns urban - that gxteflng 
US institutions have also 
increased their overall allo- 
cations to private equity, 
from 2 or 3 per cent to 7 to 9 
per cent in some cases. 

Moreover, .the enormous 


; . Apax^s . recent/ 'German 
fund has attracted 40 per 
cent of. its commitments., 
from domestic and Swiss 
investors - whereas when 
Apax last iaisedla German 
fund, there were no German 
participants. Mr Cohen says 
that it is not jfcst Institu- 
tional investors who are .dip- 
ping a toe Into the- water. 

“One ot the big;- surprises 
was how many wealthy fam- 
ily groups we had iii there.” 

Large funds are the name ' 
of the game because the US 
institutions want, not - least 
for reasons of ease of adnjjbo-; 
istration,_ to make' bigger . 
commitments to. a. smaller 
number of fluids. . ■ 

Those houses -raising the 
largest funds produce.plenty 
of justifications why big & 
better as regards. todr own 
investment strategy." 

-First, the : new pan-Euro- 
pean funds reduce Am need 


increase in the value of their &r syndication. Gordtm Bou- 
stock market holdings in n yrV»m managing , ttwptorof 


recent years means that 
portfolios.. jbave expanded 
dramatically, so that; even 
.< frnaTl perc entag e • allneatinng 
can be Veity significant: .' 

-'Another factor adding to. 
the weight of new money 
relates to the speed at which 
private ‘.equity managers 
have been realising invest- 
ments .^ whether through 
flotations. or trade sales: Pri- 
vate equity tends, are so 
structural that participants 
cannot /reinvest - as soon as 
deals are realised tire cash is. 
returned to its soihca 

Illustrating the speed of 
realisations, Ronald' Cohen, 
chairman of; Apax, says: 
“When we raised our 1990 
fund ^ had returned to 
investors perhaps 10 per cent 
of our. prior. fund. Raising 
our current fund we bad 
already 'returned almostall 
the money Aram the;. 1994 
vehicle.'”. 

There Sere signs that conti- 
nental European' investors 
are also taking an in termit — 
or are.' coming back* to the. 
marketFor instance, French 
insurance companies, which 
became disenchanted 
after 'poor . performance 
£rom. ; funds in the mid to 
late 1980s, . are creeping 
back./' 


Charterhouse Development 
■Capital says: “In the past, 
.deals were widely syndi- 
cated, which, meant that no 
. one was In charge of the 
-clatteringtrain.” 

Charles Sherwood^ partner 
at- Schroder Ventures, adds 
that tiie . pan- European' 
buy-out fund allows his firm 
to invest Jn quite different 
- kinds- nf company. “A/$50m 
.country fund in . Spain tarn 
probably invest a maximum 
of. $7m-$8min a "single deal. 
You - won’t get . toe qualify of 
management- and you: will 
create a^honible exit, prob- 
lem for yourself” ' . 

/Bob with the fire power of 
the $lbn fund, Schroderarcan 
invest H50m in. a much big- 
ger. Spanish business with a 
more international flavour 
that la consequently easier 
to float or sefl. •: 

- The trend towards larger 
funds makes It more difficult 
far those targeting smaller 
vehicles. “People aiming at 
£100m or less find it very 
d^cntt:tq raise money tram 
tlte US.” says Guy JEasttnan, 
at Granville Private -Equity 
Funds. “So a lot are trying to 
putidown a marker and say 
we are a large player.” 
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THE HIGH-TEC HNOLOGY SECTOR . bv Vsn^ 

New funds focus 
on IT companies 


High-profile 
successes are 
prompting 
investors to think 
: again 

b.thc high-technology sector 
of the venture capital indus- 
try poised for a comeback? 
Fra- most of this decade, ven- 
ture capitalists have tended 
to shun hi gh- technology 
start-up companies as risky, 
hard to understand and 
yielding low average 
returns. 

But now. some high-profile 
successes, together with 
intensifying competition 
within the management 
buy-out market are prompt- 
ing some investors to revise 
this view. 

This year, several special- 
ist technology funds have 
been set up. Last month, 
NatWest set up a £25tn fund 
to invest In fast-growing 
information technology com- 
panies. IT companies are 
also targeted in a 235m pan- 
European • fund which has 
been set up by Rennet Capi- 
tal, a joint venture between 
Electro Fleming, the private 
equity investment firm, and 
Broadview Associates, a spe- 
cialist mergers and acquisi- 
tions (M&A) adviser. 

■ Chris Evans, the biotech 
entrepreneur, has set up 
Merlin Ventures with a view 
to providing business exper- 
tise as well as seed capital to 
start-up companies. Her man 
Hauser, another well-known 
entrepreneur, is a founding 
partner of Amadeus, a fund 
backed by Microsoft which 
has been set up to stimulate 
growth in smaller UK tech- 
nology companies. 

The willingness of the ven- 
ture capital industry to pro- 
vide money at the seed capi- 
tal stage has been reinforced 
by moves by some estab- 
lished venture capital funds. 
For example. Healthcare 
Ventures, a company set up 
last year by Rothschild 
Asset Management and 
Johnson. & Johnson Develop- 
ment Corporation, is pre- 
pared to fond the earliest 
stagB5~~of drug devefopmSHt, ' 
which tends to be costly, 
risky and time-consuming. 

But if venture capital 
investment, in the high-tech 
sector is picking up, it is 
picking up from a low base. 
The generally disappointing 
returns over the past decade 
have restricted interest in 
technology companies to a 
handf ul of specialists. 

In 1996, the total invest- 
ment in UR high-technology 
companies was £453m oar 16 
per cent of the total 
invested. This apparent lack 
of interest in technology on 
the part of investors was 
criticised in a Bank of 
England report published 
last October which high- 
lighted the difficulties that 
small, technology-based com- 
panies face in raising 
finance. 

In part the lack of interest 
reflects the structure of the 
institutions involved in the 
industry. Prelude, a Cam- 
bridge-based venture capital 
group, found it difficult to 
raise money for high-tech 
investment last year, despite 
the Impressive performance 
of its previous fluid which 
produced annual compound 
growth of 43.3 per cent in the 
seven years to September 
1996* 

The difficulty, it says, is 


F«k ro/wT. i htwb^t Actuals 
mvwing yet- guf kw suee an NjEnov/ 
of VBtwee Cfitntt. would wssfee me 



a&ee. e&iu 


that pension fund trustees 
have tended to choose a sin- 
gle, generalist ' venture capi- 
tal manager to manag e their 
venture capital portfolio. 
The generalists, which tend 
to lack the expertise to 
invest in technology start- 
ups are disinclined to sub- 
contract work to specialist 
high-tech managers. When 
Prelude changed its 
approach and began to raise 
money from pension funds 
through an investment trust, 
it achieved its goal of raising 
ggim without difficulty. 

Another reason for the 
lack of interest in high-tech 
venture capital investment 
is the poor record of average 
returns from startup compa- 
nies. Over 10 years to the 
end of 1996, early-stage funds 
produced an annual return 
of 7.7 per cent compared 
with the 25.8 per cent return 
achieved by large manage- 
ment buy-outs. . 

That said, in 1996. the ear- 
ly-stage venture capital 
funds showed a one-year 
return of .40.2 per cent, 
which was topped' only by 
large management buy-out 
funds’ return of 56 per cent 

The British Venture Capi- 
tal Association is' hopeful 
that this improved trend will 
enntinna. “If the 'US experi- 
ence is anything to go by. it 
is likely that the returns of 
emy-st&ge funds - will cofl- 
tinue to improve signifi- 
cantly” it says. 

It argues that returns from 
early-stage funds still lag 
behind later-stage funds 
partly because a higher pro- 
portion of their portfolio 
remain unrealised and is 
conservatively valued. 

Moreover, it is getting 
easier to float high-technol- 
ogy companies while they 
are still in the development 
phase - even though the 
stock market volatility has 
disrupted some companies’ 
plans this year. Exit routes 
have become more numer- 
ous. with the relaxation of 
the London Stock 
Exchange’s listing require- 
ments and the arrival of new 
markets in the form of Eas- 
daq, the Alternative Invest- 
ment Market and Ofex. 
“There has been a sea 
change. We are - in a much 
better situation than we 
were five years ago," says 
Andy Allans of Prelude. 

Analysis of investment 
returns in the high-technol- 
ogy sector show a large gap 
between the best and worst 
performers. Specialists in 
investing in technology com- 
panies argue that the prob- 
lem is that in the 1980s too 
many fund managers with 
insufficient understanding of 
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technology attempted to 
invest in high-tech compa- 
nies. 

The importance of under- 
standing a company and its 
markets is more than usu- 
ally important in science-re- 
lated businesses, where the 
background of the entrepre- 
neur often lies in research 
rather than in management. 
This point was emphasised 
in the Bank of England 
report which argued that 
technology-based small com- 
panies bad to improve their 
management and financial 
skills. 

This weakness means tha t 
venture capitalists tend to 
have an important role in 
providing advice to technol- 
ogy companies and in help- 
ing the companies recruit 
additional managers. 

Yet even specialist tech- 
nology venture capitalists in 
the UK find it hard to com- 
pete with the expert know- 
ledge available in the US, 
where venture funds are 
often devoted to highly spe- 
cialised niches of the tech- 
nology market Partly as a 
result of this, technology 
entrepreneurs generally feel 
they are less well supported 
in the UK. than they would 
be in the US. 

“There is a big. gulf 
between Europe and the US. 
In the US. there is a wonder- 
" ful network of support and a 
huge local market for prod- 
ucts. In Europe, entrepre- 
neurs have to fend for them- 
selves much more," says 
Michael Elias, managing 
director of Rennet Capital. 

Another commonly cited 
difference between the UK 
and the US concerns the 
willingness of experienced 
managers to swap a career 
in an established company 
for an uncertain existence in 
a start-up company. In the 
view of some venture capi- 
talists. the difficulty of per- 
suading skilled managers to 
join start-ups is the biggest 
constraint facing the sector. 
“The bottleneck is not the 
money or the technology but 
fin din g good quality man- 
agement teams," says Mr 
Allars. 

Some venture capitalists 
believe that better financed 
companies will find it easier 
to attract additional manag- 
ers. They advocate investing 
larger sums in deals which 
can then be syndicated 
among other venture capital- 
ists. 

Apax Partners, which used 
to invest relatively small 
sums - of, say, a few hun- 
dred thousand pounds - in 
high-technology companies 
now concentrates on oppor- 
tunities where it can invest 
several milli on pounds at a 
time. The new strategy of 
investing large sums - even 
in start-up companies - has 
proved successful, says Clive 
Sherling- 

“We believe that if you 
build an international com- 
pany, it is easier from a big- 
ger base, has larger critical 
mass and better quality 
management,*" he says. ■ 

The UK venture capital 
industry is often unfavoura- 
bly compared with that of 
the US. But most specialist 
venture capitalists are opti- 
mistic about the outlook for 
UK technology companies. 

Carl Parker, a partner of 
Schroder Ventures, says that 
he expects a continuing 
increase in the quality, if not 
the number, of potential deal 
opportunities. He thinks that 
as entrepreneurs, Investors, 
investment banks and bro- 
kers learn from their own 
experience and draw inspira- 
tion from role models, the 
sector promises to settle into 
a virtuous circle. 

Jim Martin, director of 
technology investment at 31, 
is also optimistic. He thinks 
that the growth of the US 
high-technology industry, 
which absorbs $6bn of ven- 
ture capital finance each 
year, illustrates the potential 
of European technology. T 
think it will mirror signifi- 
cant growth in the European 
market place,” he says. 
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Bob Jones 


Venturer becomes an ambassador 


The problem with 
the industry is a 
lack of 

understanding of 
technology 

Bob Jones, a serial 
entrepreneur turned 
venture capitalist. Is a 
persuasive ambassador for 
his new profession. 

His claim that venture 
capitalists f *^ r| make an 
important contribution to 
young companies is given 
credibility by bis own 
experience. His impressive 
record as an entrepreneur 
who set up three successful 
technology companies, was 
recognised in 1995 when he 
was voted Venturer of the 
Year in awards sponsored 
by the British Venture 
Capital Association, Cartier 
and the FT. 

Yet ironically, anyone 
wanting evidence of how 
the UK venture capital 
industry has tended to fail 
high-technology start-up 
companies could draw on 
Mr Jones's own experience. 

Five years ago, when be 
was seeking funds for his 
third company. So nix 
Communications, a maker 
of data network products, 
be was turned down by the 
first two venture capital 
companies be approached. 

This response seems 
bizarre in the light of his 
past achievement in 
building up two successful 
start-ups in the same 
industry. It also represented 
an extremely poor judgment 
of his business plan which 
ultimately proved 
capable of increasing his 


venture capitalists’ stake 
from £1.8m to £19m in three 
years. 

The episode suggests that 
the venture capital 
industry's aversion to 
backing start-ups in the 
early 1990s extended to 
people with highly 
successful track records. “I 
had started two successful 
business before. I was a 
little dismayed that they did 
not show more confidence.” 
he says. 

The problem with the UK 
venture capital industry, he 
believes, is a lack of 
understanding of technology 
rather than an absolute 
shortage of finance. “The 
difficulty has been that 
technology-based companies 
are difficult for a general 
venture fund to cope with. 
They don’t have the 
specialisation. The US. with 
its much greater scale, has a 
much larger degree of 
specialisation.” 

The situation in the UK is 
improving he says, although 
he believes there is “a 
tendency to want to 
minimise risk to a greater 
extent than our US 
colleagues". “We want to 
have some evidence that the 
market will exist. " he notes. 
"We are understandably 
cautious.” 

Mr Jones has recently 
joined the IT team at 
Schroder Ventures, which 
together with Greylock of 
the US. backed Sonix 
Communications. According 
to Mr Jones, the advice of 
the venture capitalists - 
which had a greater degree 
of industry knowledge than 
many in the field - proved 
invaluable in helping the 



Bob Jones serial entrepreneur turned venture capitalist 


company grow from scratch 
in 1992 to a value of $70m in 
May 1995. when it was sold 
to 3Com of the US. “Sonix 
would not have been able to 
grow to the same extent 
without venture capital,” be 
says. 

People tend to overlook 
the positive advantages of 
the expertise and advice 
offered by venture 
capitalists, he says. “I think 
venture capitalists get 
bracketed with banks as a 
necessary evil.” he says. 
“Too many people see 
venture capitalists as 
unapproachable and a last 
resort I hope people will see 
us as partners rather than 
necessary evils.” 

One contribution that 
venture capitalists can 
make is to help people grow 
their management tpnm Mr 
Jones alludes to the 
semi-serious view that the 
real role of US venture 
capitalists is to be 
recruitment consultants. 

“As much as anything they 
bring people together with 
like minds to form a team.” 
he says. 


In the few months that he 
has worked in venture 
capital, he has been struck 
by the quality of the 
proposals that have been 
put forward - and often by 
the weaknesses of the 
management teams behind 
them. “In the companies I 
am dealing with now 1 am 
seeing a surprising 
proportion of companies 
that have a great technical 
idea but have not been able 
to exploit that idea,” he 
says. 

The importance of 
ensuring that a young 
company's management 
foam contains people with 
complementary skills is one 
of the most important pieces 
of advice that he would give 
a growing business, he says. 
There are too many 
“one-man bands” in this 
country, he says. 

The other principles that 
he would urge 
entrepreneurs to adopt 
concern the need to focus on 
a business that they really 
understand and the 
importance of motivating 
their staff through shared 


ownership- 

Mr Jones wants to 
encourage more potential 
high-tech entrepreneurs to 
set up their own businesses. 
“As a nation we are 
somewhat slow in coming 
forward. 1 want to 
encourage people to come 
forward to take the plunge.” 
be says. 

Mr Janes concedes that 
UK companies have some 
disadvantages compared 
with their US counterparts. 
The European market is 
fragmented by different 
languages and buying 
patterns. “In terms of 
marketing a product, the 
single European market is a 
nonsense," he says. “We are 
stuck with a relatively small 
mar ket. People need to 
think it through quite 
carefully. It would be foolish 
to target too much of a 
niche." 

But be is concerned that 
the UK is handicapped by a 
sense of inferiority when it 
comes to technology. 

“We are saddled with an 
unfortunate view that the 
best products in this area 
come out of North America. 
We tend to have a higher 
regard for foreign products 
than our own,” he says. 

Mr Jones, who describes 
himself as “a great 
supporter” of the UK IT 
industry, believes that there 
is nothing second-rate about 
UK technology. 

“With the right focus and 
with the right approach to 
the market. UK engineers 
and marketeers are a match 
for anyone worldwide,” he 
says. 

Vanessa Houlder 
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Issued by Wanwon Benson Securities Limited, reqiiaed by SFA, 
Member firm d me London Slock Exchange. 

Member ol the Dresdner Bank Group 


Work with the team voted the best 

Companies and fund managers acknowledge Dresdner Kleinwort 
Benson as the best stockbroking firm for smaller companies. This 
is the result of our focused approach consistently supporting the 
smaller company sector. We are dedicated to adding value for 
companies going public and for venture capitalists looking for 
quality advice. 

When the decision is yours, don’t you deserve the best? 

For further information, contact 
Corporate Broking/Equity Capital Markets 
Edward Cumming-Bruce, Charlie Batten, Allan Treacy, Ben Thome 
20 Fenchunch Street London EC3P 3DB. 
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BOT STRATEGIES » by Katharine Campbell 


Finding a 
way out for 

investors 


Conditions for 
floating businesses 
on the Continent 
still lag far behind 
those in the UK 

Every private equity man- 
ager who considers investing 
in continental Europe frets 
about his "exit". How will he 
realise his investment? 

It is a problem of which 
the fund’s end investors are 
also acutely aware. John 
Singer, director at Advent 
International, says: "I get 
tired of being hit on the hea d 
by prospective US investors 
quizzing me about exits on 
the Continent” 

While the number of stock 
markets aimed at growth 
companies is expanding rap- 
idly, conditions for floating 
businesses still lag very far 
behind those in the UK, let 
alone the US. Furthermore, 
UK private equity specialists 
often discover that Continen- 
tal managers are operating 
to a different agenda, where 
n on-financial dynamics drive 
decisions and complicate 
divestment procedures. 
Again, trade sales are often 
unpopular with managers 
reluctant to lose control of 
long-held family businesses. 

Private equity operators 
are “much better at invest- 
ing than exiting”, cl aims 
John Wall, partner at Price 
Waterhouse, the accoun- 
tancy firm and co-author of 
a paper* completed earlier 
this year for the European 
Venture Capital Association 
(EVCA). 

That overhang is illus- 
trated by EVCA's statistics 
which show that outstand- 
ing investments in European 
private equity at the end of 
1996 amounted to Ecu27.ibn. 
Taking that year's divest- 
ment rate of Ecu3.7bn, it 
implies investments are held 
for an average of 7.3 years. 
But Mr Wall says most pri- 
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vate equity managers inter- 
viewed had a normal target 
life of three to six years. 
“Moreover, given the major- 
ity of large Investments exit 
relatively early, the position 
must be significantly worse 
for smaller deals." 

Exit experiences vary 
between countries, with a 
significant factor being the 
degree of maturity of the 
local venture capital market. 
Houses also differ markedly 
in their approaches. 

At Doughty Hanson, for 
instance, the exit appears to 
be very much part of the 
Integral investment strategy. 
For instance, it bought a 
large stake in Tag Hener, the 
Swiss watchmaker, in 
December 1995, which was 
floated just nine months 
later on the New York and 
Zurich stock exchanges. This 
year, acquisitions have 
included Geberit Interna- 
tional, a family-controlled 
Swiss sanitary group, for 
SFrl.9bn, which is also being 
driven towards an early exit 

The new large pan-Euro- 
pean funds are likely to have 
less of an exit problem, too, 
because they will tend to 
invest in relatively estab- 
lished, and internationally- 
oriented businesses. 

But elsewhere, exits are 
likely to remain a challenge. 
Mr Wall says one of the 





problems is tbat private 
equity managers are apt to 
regard initial public offer- 
ings as "the holy grail”. The 
IPO is seen as "the ultimate 
exit” to which all aspire 
because of the mouth- 
watering returns they have 
sometimes produced and 
because they allow manage- 
ment to stay in charge. 

However, not only are the 
continent's bourses unpre- 
dictable places, but there is 
the added problem of cycli- 
cality. At times, such as 
now. smaller companies will 
be out of favour with the 
stock market 

Also, Mr Wall points out 
floats are not necessarily as 
enticing as they may appear. 
One drawback is the lock-up 
agreement common on Euro- 
pean exchanges which dic- 
tates that equity managers 
are required to retain a sig- 
nificant stake, if not the 
entire stake, at flotation in 
order to give co nfiden ce to 

other investors. Hence, ach- 
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ieving a good price at flota- 
tion is no guarantee of the 
return the private equity 
manager will achieve if the 
price foils before he has dis- 
posed of his stake. 

Price Waterhouse con- 
tends the strongest argu- 
ment for IPOs is the fact 
tbat the preparation 
required, particularly in 
marketing, may lead to a 
preemptive trade bid. 

Because flotations are 
regarded as the ideal exit, 
private equity managers 
often devote insufficient 
attention to trade sales. Also 
they tend to be poor at iden- 
tifying buyers from overseas 
or those outside the sector. 

Jamie Weir, European 
Investment director at 
Hamb ro European Ventures, 
underscores the point. “It is 
essential to plan the exit 
well before the investment Is 
actually made." He claims 
HEV has learned always to 
identify potential trade buy- 
ers for companies that it is 
Intending to acquire. 

In these cases, winning 
over the managers is proba- 
bly a private equity manag- 
er's toughest task. "It is true 
that management often have 
a vested interest in keeping 
their jobs and may therefore 
obstruct a trade sale,” says 
Mr Wall Managers need to 
be given incentives with 
shares, share options or 
bonuses so tbat their inter- 
ests are more closely aligned 
with those of the private 
equity investor. 

Price Waterhouse also 

claims that Financial buyers 
are not taken seriously 


enough by many private 
equity specialists. “That 
seems to be more a result of 
mu tnni suspicion than busi- 
ness logic," says Mr Wall. 

Paul Waller, unquoted 
funds director of 3i. the larg- 
est supplier of private equity 
in the UK, says that his 
organisation is "getting bet- 
ter" at managing exits and 
seeing a greater number of 
options available. 

He cites the September 
sale of PTC, a producer of 
active components for the 
pharmaceutical industry 
based in mnian . to Donaldson 
Lufkin & Jenrette, the Wall 
Street investment bank, 
which demonstrates how 
financial buyers are begin- 
ning to be an important 
source of exits. 

In this case, 3i had backed 
the turnaround of the busi- 
ness led by Pietro Stefan utti. 
a professional manager who 
had spent most of his career 
with Exxon in North and 
South America. “We have 
taken- it to one stage, and 
DLJ will now do a ‘buy and 
build 1 industry play” making 
further significant acquisi- 
tions. 

31 invested $lm initially in 
1994 and a further $6m for 
the subsequent acquisition 
of a production plant in the 
Bahamas. For a stake of 
around 45 per cent, it 
received $50m from the dis- 
posal, making it one of the 
group’s most successftil 
transactions in recent 
years. 


* Walt, Mm, taut Snath. Julian, Bettor 
Frit* special gaper written Jar Euro- 
pean Venture Capital Association. 


INITIAL PUBLIC OFFERINGS • by Christopher Price 

Juniors are beginning 
to find their feet 


Aim has forged 
ahead, but five 
other markets 
have had a slower 
start 

Europe’s smaller companies 
looking for a flotation have 
never had it so good. In the 
past two years, six stock 
markets have been launched 
aimed at the junior end of 
the scale. 

But while the proliferation 
of new markets has brought 
another dimension to the 
development of many com- 
panies, it has also raised 
questions on whether the 
demand exists and on the 
benefits to be gained from 
listing on particular 
exchanges. 

The experience of the mar- 
kets launched since 19% has 
been varied. For example, 
London's Alternative Invest- 
ment Market (Aim) has been 
extremely successful, 
attracting almost 300 compa- 
nies with a total market cap- 
italisation of £lbn. 

Easdaq. on the other hand, 
while attracting a higher 
combined market capitalisa- 
tion. has recruited only 16 
companies. It is a similar 
picture at the four emerging 
markets in Paris, Brussels, 
Frankfurt and Amsterdam 
which mak e up Euro NM. 

The reasons for Aim’s suc- 
cess in volume terms is 
rooted in the history of 
smaller company markets in 
the UK. Launched in June 
1995, Aim was simply the 
reincarnation of a. small 
companies market by the 
London Stock Exchange. 

Since the mid-1970s, three 
such markets had failed 
through a combination of 
poor liquidity, lack of 
demand for smaller compa- 
nies and high costs. When 
Aim was conceived two 
dwindling smaller company 
markets were in existence - 
the Rule 42 market, under 
which around 150 small com- 
panies traded, and the 
Unlisted Securities Market 

The stock exchange abol- 
ished 42 and the USM when 
Aim was launched forcing a 
large majority of 42 compa- 


nies to join the new market 
At a stroke it created a mar- 
ket with critical mass , with 
which investors -could identi- 
fy. Two Aim-dedicated funds 
were later established. . 

With a base of some 100‘ 
companies,. Aim has man- 
aged to attract a wide vari: 
ety of companies.' However, 
it has not been without Its 
problems. In particular, its 
relaxed rules, compared to 
the main London Stock 
Exchange list have put off a 
large number of institutional 
investors. 

In turn. Institutional 
investors have been quick to 
point to the small but highly 
visible number of Aim 
stocks which have issued 
profit warnings and the 
handful which have been 
delisted. Last month, the 
most active stockbroker on 
Aim said.it would puff out of 
floating start-up companies 
and would ■' stop . making 
profit projections for flota- 
tions. This action followed a 
series of profit warnings 
from clients. : - 

An FT survey in July, 
found that, ' of the 190 busi- 
nesses that joined Aim in its 
first year, 29 new or very 
young companies made 
financial projections and 17' 
of these issued profit warn- 
ings. However, the large 
majority of Aim companies 
have underpinned the over-' 
all success of the market Its 
membership tb o ngbr emaTna 
almost completely UK-based, 
whereas the -newer markets 
have declared their, inten- 
tions to recruit from as wide 
a European base as possible. 

Easdaq was launched just 
under a year ago in a flurry 
of publicity as the European 
answer to Nasdaq. The latter 
has been the backbone of the 
success of- the high-technol- 
ogy sector in the US. 

The two markets have a 
dual listing arrangement, 
while Nasdaq has taken a 
small equity bnldin'g in the 
European market. Easdaq 
had attracted 16 companies 
with a combined market cap- 
italisation of $a3bn by the . 
end of September. Some 
$508m had been raised in 
new money. 

Andrew Beeson, chairman 


of Beeson Gregory, the UK 
stockbroker, and a. member 
of the Easdaq board, said: 1 
think tint if you said a year 
ago we would have only 16 
companies at this stage, it 
would have been disappoint- 
ing. However, you have to 
remember that the new issue 
market' for smaller compa- 
nies Has been very difficult, 
not just in the UK but right 
across Europe. For a new 
market In this environment, 
if has not done badly at all.” 
He points out that despite 
this, the Easdaq index is 15 
pet cent ' higher since the 
start of the year. '• 

- .-within- this figure, some 
Easdaq companies have seen 
their shares perform 
strongly, while otters have 
-disappointed. Liquidity has 
also. -varied. Those with a 
dual listing, have tended to 
see most of their trading 

• take placeman .Nasdaq. Eas- 
daq-oniy companies have 
fared better In volume 
terms. L , ' 

Mr Beeson said he was 
"more optimistic than ever", 
over the need -for and the 
future of Easdaq. “It is 
Europe's only market for 
high-tech high-growth com- 
panies.” Euro NM. he added, 
was simply a European ver- 
sion of the UK's Aim market. 

dive .Fodder, Euro N6Ts 
marketing director; ', dis- 
agrees. ■ “We are in exactly 
the same market as Easdaq. 
We want fast-growingnew 
technology companies. .But 
we believe the best way for 
companies to gain a listing 
is through a local exchange 
which will then give them 

- access to international inves- 
tors." . ’ 

Euro NM was formed in 
March last year. The idea is 
for the recently-launched 
small company markets of 
the Paris, Brussels, Amster- 
dam and Frankfurt stock 
exchanges to link up elec- 
tronically and provide .cross- 
border trading in each oth- 
er’s' stocks. ■ 

At the end of August this 
year, 47 companies were 
listed an the four- markets, 
with a combined market cap- 
italisation of $4.6bn. Some 
$720m of new money bad 
been raised. 


Doing deals 


Management Buy-Out 


Management Buy-Out 

Beeck Feinkost GmbH 


Koch Digitaldisc AG 

Structured, Led and Arranged by 


Structured, Led and Arranged by 

Gilde Investment Management 


Gilde Investment Management 

Equity provided by 


Equity provided by 

„ Gilde Buy-Out Fund 


Gilde Buy-Out Fund 

June 1997 


September 1997 


Management Buy-Out 

Hebn BV 

Structured . Led and Arranged by 

Gilde Investment Management 

Equity provided by 

Glide Buy-Out Fund 

June 1997 


Management Buy-Out 


Management Buy-Out 

MenebaNV 


MSC MetsS Speciality 



Chemicals Oy 

Equity sponsored by 

Gilde Buy-Out Fund 


Equity sponsored by 

Gilde Buy-Out Fund 

April 1997 


December 1996 


Gilde Buy-Out Fund is managed by Gilde Investment Management, a management 
company responsible for managing various private equity funds with a total size of 
NLG. 1.6 billion. We invest in larger buyouts in Europe with a focus on our home- 
market the Benelux, Germany and France. 



GILDE INVESTMENT MANAGEMENT 

For more information, please contact Boudewijn Molenaar, Ralph Wijs or Robert Thole 
Telephone: +3 U0.2 19.2535; Telefax: +31.30.251.5664: E-Mail: infb@gilde.nl 



This announcement appears as a matter of record only 


ECU 750, 





Industri Kapital 1997 Fund 


The Industri Kapital 1997 private equity fund 
has now been established to make investments primarily; 

in Northern Europe 


Industri Kaptial Looted Industri Kapital GmbH Industri Kafttal AS 

Brettenham House Alter Wall 34-36 KJingenberggatvh 7B 

D-20457 Hamburg N-0111 Oslo 

Germany Norway 


5 Lancaster Place 
London WC2E 7EN. UK 


TeL +44-171-304 4300 Tel. +49-40-369 S8J 0 TeL +47-22-83 90 SS 


Industri KapoalAB 
Birger Jar lsgaran 2 
S-114 34 Stockholm 
Sweden 

TeL +46-8-678 95 00 
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UK LARGE BUY-OUTS, by Michael Prest 

Going for it 
in a big way 


UK MEDIUM AND SMALL BUY-OUTS • by Christine Moir 


There is broad 
agreement that 
the excesses of 
the 19:80s are not 
being repeated 

Big buy-outs, defined as 
more than £50m, are all the 
rage in the United Kingdom. 
Over, the- past five years 
their number has risen 
sharply, and so have the 
prices that have been paid. 
Rarely, it seems, have so 
many venture capitalists 
been prepared to pay so 
much ior such substantial 
companies, - 

According to Nottingham 
University’s Centre for Man- 
agement Buy-Out Research 
(CMBOR). the number of 
deals exceeding £50m rose 
from nine in 1993 to 22 in 
1996. and to 28 so far this 
year. The ratio of the value 
of deals to historic ear ning s 
before interest and tax - a 
measure of prices - went up 
from 9.5 in- 1994 to 12.5 last 
year. 

It might sound uncomfort- 
ably reminiscent of the late 
1980s, when enthusiasm tri- 
umphed over judgment and 
the recession took a dreadful 
toll. Some venture capitalists 
are certainly on their guard. 
Gordon Bannyman, manag- 
ing director of Charterhouse 
Development Capital, said: 
“It would appear to me that 
people are paying a lot more 
than five years ago and that 
price-earnings ratios are 
looking gamy." 

But there is broad agree- 
ment that the excesses of the 
1980s are not being repeated, 
or at least not yet. Mike 
Wright,, a director of 
CMBOR. said: “We're not 
back to the. silly season of 
the 1980s. Prices are not any- 
thing near the levels we saw 
then.** John Brown, deputy 
managing director of Cm- 
ven, a leading venture capi- 
ta] business, said: Tricing 
r emains sensible in relation 
to the stock market" 
Nevertheless, there is . con- 
cern about excessive exuber- 
ance. Several pressures are 
at work. More big buy-outs 
are going to auction, which _ 
in Professor Wright’s view 
pushes prices up, and compe- 
tition far assets is fierce. A ' 
steady stream of deals hit- 
ting the headlines has 
encouraged sellers to seek 
more for their assets. 

Funds are in ample supply 
because the investors who 


fund venture capital 
operations have been 
encouraged - not least by 
- the venture capitalists them- 
selves - .to expect a 30 per 
cent internal rate of return 
as almost normal, and many 
venture capital businesses 
have made good profits on 
disposal of assets. 

Financing methods have 
also . been under scrutiny. 
The proportion of debt used 
in big buyouts is signifi- 
cantly higher than in 
smaller deals. Mike Stevens, 
UK head of MBO services for 
KFMG corporate finance, 
estimates. that the 
debt-equity ratio fear big buy- 
outs is about 2:1 (sometimes 
rising to 2L5:1) compared 
with L3:l for smaller trans- 
actions. Junk bonds are also 
returning to a modest vogue 
ami some venture capitalists 
can be heard muttering 
about securitisation. 

Aware that investors and 
others might regard greater 
exposure to the vicissitudes 
of interest rates as a sure 
sign that .the market was 
moving Into more risky ter- 
ritory. venture capitalists 
are talking about “adding 
value” to the businesses 
acquired. Professor Wright is 
sceptical. '‘The ability of 
venture capitalists to add 
value consistently is debat- 
able,** he said. Leveraged 
build-ups. where companies 
which have been bought out 
acquire others in order to 
grow, are, seen as fraught 
with danger. . 

But Mr Bonnyman. a vet- 
eran of the buy-out business, 
defends the . management 
ability of venture capitalists, 
arguing that it is possible to 
ran companies better and 
add value., “We’ve seen it 
time and time again," he 
said. Other venture capital- 
ists mairrtafay that companies 
put up for sate have often 
been neglected and therefore 
are ripe for improvement. 

Moreover;, using debt to 
lever deals is less risky than 
it sounds. When interest 
rates are low* as at the 
moment, venture capitalists 
are able paradoxically to 
raise finance, more cheaply 
.than, listed: /companies 
because shareholders are 

wary of debt Mr Stevens 

said: “That’s-how you get 
the fantastic returns that the 
private equity market has 
made in the last few years." 

If this sounds like too 
much money- chasing too few 
buy-out opportunities, Mr 



High prices prove daunting 


Mke Wright ‘We’re not back to the silty 


of the 1980a* 


Brown insists that there are 
plenty of deals around. “The 
supply of companies has 
increased at least as much 
as the availability of funds," 
he said. Besieged by the 
shareholder value move- 
ment, many British compa- 
nies are looking for buyers 
of non-core assets. BTR's 
recent announcement of its 
intention to sell businesses 
is a prominent example. 

Other sales are being trig- 
gered by mergers and acqui- 
sitions, which appear to con- 
tinue unabated, and it is 
possible that more compa- 
nies will come on to the mar- 
ket if the government takes 
a tougher anti-monopoly 
stance. In addition, sellers 
and investors are less likely 
now to regard buy-outs as an 
unsuitable way of financing 
big deals. 

Mr Brown said: '‘F inanc ial 
purchase Is as acceptable, at 
least at this end of the mar- 
ket, as a trade buyer. A £lbn 
plus deal is acceptable now 
where it was not five years 
ago." 

Nevertheless, the field is 
not boundless. Mr Stevens 
said: “It's a question of what 
you can get backing for. 
Some sectors such as retail- 
ing, Hunting- materials, min- 
ing and bulk chemicals do 
not set investors' adrenalin 
pumping. So the big buy-out 
business remains opportu- 
nistic. 

. Fat all the talk of analysis 
and number-crunching, a 
great deal comes down to 
instinct about the sector and 
the company. 

One expert said: “This is 
truly not rocket science. It's 
90 per cent visceral and 10 
per cent basic arithmetic." 

Whether investors will 
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During the past 12 months we have arranged 
or provided mezzanine finance of over £250m for 
20 transactions including the following: 


Olivet Group 
FFlTOm 

Management Buy-In 

Mezzanine 
Arranger - 

Rawx 




Convenience Food 
Systems 

Management Buy-Out 
of undisclosed sum 

Mezzanine 

Arranger 

Netherlands 


Elis 


FF4.125*n 

Management Buy-Out 

Mezzanine 
Co. Underwriter 

France 


Gifi 


FWWm 

Management Buy-Out 

Mezzanine 

Investor 

France 


T-andal 

GreenPaxks 

NLC47QOJ 

Management Buy-Out 

Mezzanine 

Investor 

Netherlands 




Menetu 

NLG456in 

Management Buy-Out 

Mezzanine 

Arranger 

Netherlands . 


MGE UTS SA 

FFU45m 

Leveraged Buy-Out 

Mezzanine 

Arranger 

France 


MTL Trust 
Holdings Ltd 

El 6m 

Acquisition Finance 

Mezzanine 

Arranger 

UK 


Nobis Nordisk 

Byggm tenor 
SEKUKUm 

Management Buy-Out 

Mezzanine 
Arranger 

Sweden 


PLastimo 


ffPMm 

Management Buy-Outf 


Mezzanine 

Arranger 

France 




Portman Travel 
£2lm 

Management Buy-Out 

Mezzanine 
Co. Arranger 

UK 
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TGE Group 
E7m 

Equity Refinancing 

Mezzanine 

Arranger 

UK 


’ The Stationery 
Office 

£125m 

Management Buy-In 

Mezzanine 

Arranger 


UK 
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Thomson 
Directories 

£»m 

Management Buy-Out |£ 
Mezzanine. 


UK 


Unipart Rail 
Holding 

Leveraged Buy-Out 
of undisclosed sum 

Mezzanine 

--Arranger 

UK 


William COok 


£103m 

Management Buy-Out 

Mezzanine 
Arranger 

UK 
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find that reassuring is open 
to question. 

Even if prices have not 
scaled the dizzy heights of 
the 1980s and financing 
structures are solid, a fair 
amount of optimism has 
been built into recent big 
buy-outs. 

Venture capitalists appear 
to be assuming that the 
economy and the stock mar- 
ket will stay robust for 
another two or three years. 
And they are certainly 
wagering that interest rates 
will not rise much. 

For the moment, however, 
the trend towards big buy- 
outs in the UK is likely to 
continue. The finance is 
available, venture capitalists 
are more experienced in 
doing these deals, and finan- 
cial engineering is increas- 
ingly acceptable. 

The rage has not run its 
course. 


Large organisations now 
fear under-pricing 
divisions they intend to 
sell off 

Is the MBO game still worth the can- 
dle? A record £3.2bn found its way into 
management buy-outs in 1996 - the 
overwhelming amount in deals of less 
than £l 0 m - and the trend is continu- 
ing. However, the chorus is swelling of 
' those predicting that the days of MBOs 
may soon be over. Vendors' prices are 
so high they are putting the squeeze on 
would-be entrepreneurs. 

Time was when managers with a yen 
to become their own bosses would go to 
a venture capital bouse and be in a 
position to approach the parent com- 
pany with a fully-funded proposal. This 
is no longer the case. 

Large organisations now have an 
acute fear of under-pricing any division 
they might be willing to sell off. It is 
now routine, even on deals under £10m, 
for parent companies to select a mer- 
chant bank to advise them on value 
and to explore a trade sale. The busi- 
ness is then put up for auction with the 
managers being almost incidental. In 
one recent case managers were 
expressly forbidden to bid forcing one 
manager to resign to join the auction. 

Norman Murray, chairman of the 
British Venture Capital Association 
and chief executive of Morgan Grenfell 
Development Capital, says: **A very 
organised auction system has devel- 
oped in the last couple of years. Ven- 
dors now send particulars only to 
selected venture capital houses and the 
houses, in return, only join the bidding 
where they feel they have a special 
edge." 

Such sophistication on the part of 
the vendors has steadily driven up 
prices. Some also say that 3i. the 
quoted venture capital group which 
dominates this part of the MBO mar- 
ket. has been paying top prices for 
transactions. 

Hugh Richards, the 3i director 
responsible for the London region, 
robustly defends the trust's methodol- 



Norman Murray: an organised auction 
system has developed 

ogy and refutes claims that the organi- 
sation has been overpricing. 

“We feel comfortable generally with 
the returns both for vendor and buyer 
and. because of our scale, we are not 
dependent on the out- or under-perfor- 
mance of any one deal so we don't have 
to squeeze prices." 

Mr Richards concedes that “it is rare 
for highly favourable terms to be 
offered to managers today" but he 
attributes that to the “almost univer- 
sally favourable climate over the past 
seven years". 

Since 1990 MBOs have had two 
important boosts to their chance of 
success: falling interest rates and ris- 
ing price, 1 earnings multiples. 

Mr Richards is among those who 
wonder if the future will continue to be 
so golden. The presumption of continu- 
ally fallin g interest rates has been shat- 
tered and it is an open question 
whether the latest round of managers- 
turned-bosses will be able to rely on 
rising price /earnings ratios to ease 
their exits four or five years down the 
road. 

More MBOs could fail, he thinks, but 
until some do, the game will go on. 
Two factors currently sustain the 
trend. The first is a “wall of money" 
argument. More money has already 
been committed to the sector than can 


be mopped up by the deals in negotia- 
tion. The second is the momentum gen- 
erated by the professional in the mar- 
ket. 

Mr Murray is leas concerned than 
some at prices demanded by vendors. 
He clearly believes that the innovatory 
powers of merchant banks such DMG 
are more than up to the task of main- 
taining a level playing field. 

“The prices demanded are indeed 
high but the prices being paid are soft- 
ened by the sophisticated structure of 
the deals,” be says. It is commonplace, 
for instance, for debt to be loaded 
towards the back end with generous 
interest grace periods at the start. Divi- 
dend payments, too, can frequently be 
rolled up and paid out of capital at the 
exit 

Mr Murray and Mr Richards see 
future developments favouring manag- 
ers who associate with a particular 
investor with something special to 
offer the business. These hybrids - 
known by the acronym Bimbo - pro- 
vide extra comfort to venture capital 
houses such as 3i which provide most 
of the funding for the deal By defini- 
tion the individual buying in has some 
free capital to invest, probably from a 
successful exit from an earlier MBO. 

Given than 3S has 40 per cent of the 
market in MBOs up to £ 100 m, the 
chances are high that it will have done 
business before with that individual. 
“It is comforting to have the involve- 
ment of someone who has delivered 
before," says Mr Richards. “Nationally, 
there are about a dozen individuals 
with an outstanding track record.” 

Bimbos aside, Mr Richards continues 
to see value at the smaller end of the 
market, and in the regions. Small, 
regional companies are more likely to 
be privately-owned and the reason for 
selling is prompted by family interests 
or retirement. 

Managers in smaller companies are 
more crucial to the success of their 
businesses than they are in large 
organisations with complex infrastruc- 
tures and corporate momentum. If the 
vendors want to see their businesses 
flourish, they tend to rely on the for- 
mer managers to carry it off. 




himjhi IMosUaln d C.i W d* 'n.-'T* +.*Jintnn% tea— n-t U-rm ‘ 


W.Hf M«l .«* IK- 


I*.ib ll.frt Unuirfitt'n 



A Landmark European 
Leveraged Financing 

if»e opost 


BC Partners wanted a flexible, 
low-cost financing structure for 
its acquisition of Neoposi SA, one 
of the worlds leading suppliers of 
mailroom equipment. To achieve 
this, we created an innovative 
FFr 3.2 billion “one-stop’' leveraged financing that 
comprised a FFr 2.0 billion multi-currency senior 
credit facility, a FFr 500 million floating 



rate high-yield bond, and a 
FFr 720 million multi-currency 
leasing facility. We committed 
our capital to provide the 
certainty BC Partners required to 
support a fully financed bid on an 
aggressive timetable. We then delivered the 
complete financing package with the high quality 
of execution our clients have come to expect. 
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Financier? Ncopost SA. 


Neopost Leasing Inc. 

FFr 350,000.000 

Revolving Credit Facility 

FFr 590,000,000 

Tranche A Te rna Loan 


FFr 500,000,tXX> 


US S25.000.000 

Revolving Credit Facility 

US $30,000,000 

Term Loan 

FFr 350,000,000 

Tranche B Term Loan 

US $83,000,000 

Tranche C Term Loan 

FFr ISO .000 .000 

Tranche D Term Loan 


Senior Subordinated 

Floating Rate Notes 

Due 2007 

Redeemable 1998 


Neopost Finance Ltd. 

£41,000,000 

Revolving Credit Facility 
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NORDIC COUNTRIES* by Tim Burt in Stockholm 


Rich pickings for investment funds 

m i m 


The buy-out 
market in Nordic 
countries has 
recorded 

spectacular growth 

When Electrolux announced 
the disposal of Its Husqvama 
sewing machines business 
earlier this year, Europe's 
largest white goods manu- 
facturer justified the move 
saying it needed to clear out 
non-core businesses. 

In the end. Husqvama was 
prized more for the SKr600m 
raised by its sale rather than 
for the profits it contributed 
to the Swedish parent com- 
pany. While the disposal 
reflected the need for 
restructuring at Electrolux - 
which is spending SKriSbn 
overhauling its operations - 
its smooth transfer to pri- 
vate equity investors Indus- 
tri Kapital also underlined 
the growing sophistication of 
the buy-out industry in 
Scandinavia. 

Hefty restructuring by a 
number of the region's lead- 
ing industrial groups, same 
of which over-diversified in 
the late 1980s, has led to rich 
pickings for investment 
funds and venture capital 
groups. 

According to last year's 


survey of venture capital 
and private equity, pub- 
lished by the European Ven- 
ture Capital Association, 
Sweden saw a near fivefold 
increase in the value of 
investment activity, rising 

from Bcu86m to Ecu 420m. 

Similarly spectacular 
growth was recorded in 
other Nordic countries. The 
value of deals in Denmark 
rose from £37m to £2S7m last 
year, according to a new 
study by the University of 
Nottingham's centre for 
management buy-out 
research and Initiative 
Europe, the private equity 
consultancy. 

In Norway, by comparison, 
the value of such deals rose 
from £llm to £100m and in 
Finland from £144m to 
£323m. Including Sweden, 
the total value of deals in 
the region almost doubled to 
£Ll8bn. 

The number of deals, how- 
ever, fell marginally last 
year from 57 to 60. 

Julian Longhurst, editor of 
Private Equity Monitor, pub- 
lished by Initiative Europe, 
says: “New fund-raising 
activity has been strong, 
driven both by massive 
flows of capital from interna- 
tional investors and by bur- 
geoning interest among 
domestic institutions.’' 


Number of deals (26) 
100-1 
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Nevertheless, he main- 
tains that the industry 
re mains dominated by local 
participants such as Industri 
Kapital or Scandinavian 
Equity Partners of Sweden, 
or CapMan Capital Manage- 
ment of Finland. 

That it is not to say that 
overseas investors have been 
idle. Investors such Deut- 
sche Morgan Grenfell Devel- 
opment Capital and Charter- 
house Development Capital 
have both struck sizeable 
deals in Scandinavia, and 
they will not sit by while 
their Nordic rivals carve up 
the sector. 

That competition could 
become more intense as 
demand from buyers - led 


by the venture capitalists - 
outstrips the supply of busi- 
nesses for sale. Certainly, by 
the middle of next year, the 
pace of restructuring in 
Swedish manufacturing 
could begin to slow, and the 
buy-out opportunities in 
De nma rk and Norway may 
have already peaked. 

The one exception could 
be Finland, where Ari Tolp- 
panen, president of CapMan 
Capital Management in Hel- 
sinki. predicts there could be 
a second wave of restructur- 
ing among manufacturers 
over the next few years. 

“We are involved in a 
number of medium-sized 
transactions, and while they 
may not match the big deals 


seen in Sweden, I think 
there will be more of them in 
years to come," he adds. 

In the past year, three 
companies backed by Cap- 
Man have come to the mar- 
ket in Finland - PK Cables, 
Nordic Aluminium and 
Rocla - and Mr Tolppanen 
says more could be in the 
pipeline. That view is echoed 
by Finnish Industry Invest- 
ment. the government- 
owned equity investor, 
which uses proceeds from 
the privatisation of state- 
owned companies for ven- 
ture capital 

“One of our main objec- 
tives is to promote the 
growth of export-oriented 
and innovative high-tech 
industry," it says. 

The next challenge for 
Nordic buy-out specialists is 
whether they can expand 
outside the region to win 
business elsewhere in 
Europe. While they have 
enjoyed a dominant position 
in home markets, it will be 
an altogether different prop- 
osition to challenge the likes 
of 3i or Clnven in the UK. 

Given that the number of 
deals looks set to shrink - 
although values may con- 
tinue to increase - Scandina- 
vian equity investors may 
have no choice but to spread 
their wings. 


“This will be the real test 
for venture capital groups 
from this part of the world,” 
according to one Stockholm- 
based fund manager. “They 
have yet to prove that they 
can compete in international 
markets." 

That pressure to expand is 
most intense in Sweden, 
which is the most mature 
.market for buy-outs and 
where the total number of 
deals has fallen steadily 
since 1990. According to Ini- 
tiative Europe, there were 
just 16 buy-outs in Sweden 
last year, compared with 44 
in 1990. 

At the same time, the 
prices demanded by vendors 
have risen sharply. Compa- 
nies undergoing restructur- 
ing are no longer willing to 
sell cheaply. Instead, they 
are prepared to play venture 
capitalists off against each 
other, while also considering 
trade sales. 

The competition to take 
part in those deals is set to 
intensify with the growing 
presence of non-Nordic com- 
panies such as Deutsche 
Morgan Grenfell Develop- 
ment Capital, which earlier 
this year led the SKr238m 
buy-out of AB Cerbo. the 
specialist plastic and card- 
board packaging producer, 
from M units; O- 


CENTRAL AND EASTERN EUROPE • by Christine Moir 


Capitalism has a sweet and sour taste 


Emerging market 
investment is not 
for the 

faint-hearted or 
the short term 

Private portfolio investors 
have channelled close on 
S5bn into equity investments 
in central and eastern 
Europe since the break-up of 
the Soviet bloc. Of that 
amount. S1.2bn is estimated 
to have been invested 
between the beginning of 
1995 and the end of August 
this year. 

The figure is still dwarfed 
by the investments of the 
multilateral public sector 
institutions. Statistics from 
the Economist Intelligence 
Unit show just how neces- 
sary is the involvement of 
such institutions as the 
European Bank for Recon- 
struction and Development 
and the International 
Finance Corporation. How- 
ever, there is clearly buoy- 
ant interest by international 
investors, though evidence 
of their expected rewards is 
harder to come by. 

As individual countries re- 
opened their stock 
exchanges it became increas- 
ingly possible for investors 


to add listed securities to 
their portfolios. But, given 
the transitional state of their 
economies and the primitive 
nature of their legal infra- 
structures most investment 
has. perforce, still to be by 
way of direct investment 
through private deals. 

Such deals take time to 
discover and need extra dili- 
gence in analysing and 
structuring. Given that for- 
eign investors are still trying 
to find their way round a 
region which was until 
recently unexplored and that 
local entrepreneurs are only 
just beginning to taste the 
sweet and sour aspects of 
disciplined capitalism, it is 
no wonder that fortunes 
have so far been mixed. 

In the early 1990s foreign 
investors eagerly poured 
money into the many 
regional and country funds 
launched by international 
investment houses. Finding 
suitable investments was 
rather more difficult. 

One of the more promi- 
nent country funds is the 
First Hungary Fund, which 
is believed to have been the 
first institutional investment 
vehicle in the region. It 
could not have had better 
credentials. The Idea came 
from George Soros, the US 


financier, and a number of 
other Hungarian expatriates. 
Management was provided 
jointly by the International 
Finance Corporation, the pri- 
vate sector investment arm 
of the World Bank, and Bear 
Stems. 

It effortlessly attracted 
$30m from a choice collec- 
tion of global institutions at 
its launch In 1989. Yet its 
capital value seven years 
later is still just $180m - not 
the most sparkling return 
for its 40 shareholders. 

The problem, admits Mich- 
ael Carter, First Hungary’s 
London-based director, was 
findi ng suitable investments. 
"We were only fhlly invested 
in 1994." he says. Today, 
First Hungary has 20 invest- 
ments and performance is 
beginning to take off with 
the ability to exit from some 
of the more promising. 

One company to have 
reached a listing on the 
Budapest Stock Exchange Is 
the North American Bus 
Company. Hungarian owned 
and controlled, it sells buses 
to North American state and 
city authorities. Although, 
under US law, 60 per cent of 
the content must be manu- 
factured in the US, design 

engineering is carried out in 
Hungary. First Hungary car- 


ries its stake in North Amer- 
ican at around $40m. which 
compares with its purchase 
price of $14m. 

One early regional fund 
whose success is prompting 
a second call on sharehold- 
ers is that of Advent Interna- 
tional, the Boston-based pri- 
vate equity specialist with 
&L5bn under management 

Advent's first regional 
fund raised $6Gm from inter- 
national investors, a sum 
matched by funds raised by 
local affiliates in each coun- 
try separately. The plan now 
is for a second hind with a 
target of between $l50m and 
8200m. all to be raised by 
Advent itself. 

Nick Callinan. a London 
director, will continue to 
focus on the Visegrad coun- 
tries - Poland, Hungary, the 
Czech Republic and Slovakia 
- where transition is most 
advanced. "However, we are 
also expanding systemati- 
cally into Romania and 


Croatia and opportunisti- 
. cally into Russia, Ukraine 
and the Baltic States.” 

Russia and Ukraine are 
huge markets with great 
potential but Mr Callinan is 
cautious of their current 
chaotic state. The reverse is 
true of the Baltics; there, 
transition is advanced but 
the markets are small. 

Everywhere there are still 
huge risks. Even among the 
Visegrad countries, the 
Czech Republic is acquiring 
a less than wholesome repu- 
tation. From behind the veil 
of anonymity investors say 
the Czech commercial sector 
has given rise to two new 
expressions: tunnelling out 
and lack of transparency. 

In tunnelling out directors 
of one company set up 
another, which they control, 
and into which they gradu- 
ally decant the first compa- 
ny’s assets. Lack of transpar- 
ency is a euphemism 
meaning not just that outsid- 


ers cannot see what is going 
on in a company but would 
not care for what was hap- 
pening if they could see. 

Mr Callinan believes the 
Czechs have failed so far to 
carry out the micro-eco- 
nomic reforms which alone 
will provide stability and 
credibility. In particular, the 
financial sector needs a total 
shake-out through the cre- 
ation of a reconstruction 
bank which would take on 
the bad debts so visible in all 
the main banks today. 

Evidence that the Czech 
government is ready to take 
this step is not yet clear. 
Instead, the EBRD and the 
IFC have been invited to 
negotiate terms for taking 
control of the three largest 
banks, with their non-per- 
forming assets apparently 
still attached. 

The fact is that emerging 
market investment is not for 
the faint-hearted or the short 
term. 


Alternative 
investments not . 
closely tied to the 
stock market cycle 
are in demand 

Switzerland is one of the 
richest countries in the 
world and probably has the 
biggest density of wealthy 
investors of any financial 
centre. Yet, until recently 
preservation of capital 
rather than provision of risk 
capital for start-up ventures 
has been the primary focus 
for attention of Swiss money 
managers. 

The most visible sign that 
Switzerland is changing and 
becoming an increasingly 
important source at equity 
risk capital has been the ris- 
ing number of initial public 
offerings on the Swiss stock 
market. In 1994 and 1995, 
IPOs were running at the. 
rate of three a year. Last 
year, there were nine and 
this year there has been 
more than one a month. 

Sulzers SFrTtXtan flotation 
of a 25 per cent- stake in 
Snlzer Medica, Europe’s big- 
gest medical technology 
firm, is the best-known 
example of Switzerland's 
ability to raise equity capital 
for high-tech investments. 
But there have been several 
smaller Swiss high-tech suc- 
cess stories :such as 
Microtias, Stratec. and Dise- 
tronic which have made 
their stock market debut 
over the past year. The share 
prices of all three have more 
than doubled, whetting the 
appetite of the traditional 
risk-averse Swiss investment 
community for new issues. 

The revival of Switzer- 
land's IPO market, providing: 
an exit for the growing num- 
ber of venture capitalists 
operating in Switzerland,' 
has been matched by an 
upsurge in investment inter- 
est In private equity deals 
ran ging - from financing start- 
ups and the provision of cap- 
ital to MBOs of established 
companies. 

Novartis, the pharmaceuti- 
cal giant formed from .last 
year's merger of Sandoz and 
Ciba, has set up a SFrlOOm 
venture fund to Invest in 
start-up companies which 
will “turn promising ideas 
into business realities". It 
wants to help farmer Ciba/ 
Sandoz employees start com- 
panies in “cutting-edge tech- 
nologies”. 

Swiss Bank Corporation 
has earmarked SFr50m of 
venture capital to promote 
Swiss growth industries. 
Along with Roche, Switzer- 
land’s second biggest phar- 
maceutical company, it has 
taken a stake in the New 
Medical Technologies Fund 
which plans to create 10 
innovative companies with 
significant growth potential 
in biomedicine and medical 
technology. The bank is also 
backing the establishment of 
a venture capital exchange 
in its home city of Basle. 

After nearly seven years of 
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Dispute fires MBO fever 
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Buy-outs have 
begun to take 
off strongly in 
the past few 
years 

One of the best-known 
recent management buy-outs 
in France has not yet taken 
place, does not involve the 
French, and will invoke con- 
siderable Gallic ire if it ulti- 
mately comes to pass. 

Earlier this year, the high- 
ly-secretive but quoted 
French group Bic, known for 
its disposable lighters, razors 
and pens, announced its 
intention to move up-market 
with the acquisition of 
Sheaffer of the US, the foun- 
tain pen manufacturer. 

But it had counted without 
a pre-emption agreement 
signed between Gefinor, the 
Geneva-based investment 
bank which bought Sheaffer 
in 1987, and the top manage- 
ment team it brought in 
from the rival group Parker 
Pen in 1994. 

After Bic made public its 
intention to acquire Sheaffer 
- which it acknowledged 
was subject to the expiry of 
a pre-emption accord - Gefi- 
nor agreed instead to sell the 
company to the incumbent 
chief executive and chief 
financial officer. 

In a battle rapidly 
unleashed in the New York 
courts, Bic succeeded in tem- 
porarily freezing the sale to 
allow time for a judge to 
examine the agreement - 
which it claims was not 


properly respected. 

The dispute served to 
highlight in France the 
growing interest in manage- 
ment buy-outs, and the risks 
at stake. Traditionally, the 
sale of companies to other 
companies has been the 
norm rather than the use of 
MBOs to liberate executives 
from their corporate owners; 

While MBOs may remain 
more numerous in the UK. 
US and elsewhere rather 
than in France - where they 
were only made legal when 
the law was changed in 1984 
- buy-outs have nonetheless 
begun to take off strongly In 
the past few years. 

Leading international 
MBO advisers - including 
NatWest Ventures and 3i of 
the UK * have long been 
present in France. A fresh 
interest has been illustrated 
by newcomers such as 
Advent, a Boston-based 
equity finance boutique, 
which is to open a Paris 
bureau for the first time in 
November. 

Advent's exposure to 
France includes its stake in 
Vision Express, the UK opti- 
cal supplier, which is in the 
process of being sold to 
Grand Optical-Photoservice, 
the quoted French company, 
to create Europe’s largest 
optical retail group. 

Earlier this summer, it 
emerged most notably as the 
backer of a FFrSifon lever- 
aged buy-out of Holding Res- 
ts uration Conc6d6e from 
Charterhouse of the UK and 
Accor of France, which will 
be merged with other inter- 


ests to create one of 
Europe's largest privately- 
held catering groups. 

The leading shareholder in 
the venture is Bercy Man- 
agement, itself a buy-out car- 
ried out in 1991 by the exist- 
ing top executives from 
Generate de Restauration, a 
former subsidiary of Accor 
specialising in contract 
catering. 

“We're optimistic about 
the French marketplace," 
says Newton Aguiar of 
Advent 

The Bercy deal certainly 
highlights the trend of large 
French groups - such as 
Accor, which spans hotel 
management, car rentals, 
catering, meal ticket distri- 
bution and tour advisory 
businesses - to strip out 
activities and concentrate on 
their core businesses. Other 
conglomerates, including the 
sprawling Generate des 
Eaux, and Alcatel, have done 
the same. 

Factors explaining the 
reforms include a change in 
generation among top 
French managers, with 
founders and long-standing 
chairmen standing down in 
favour of a new breed of 
executive trained with a 
very different and often 
international approach - 
such as Jean-Marc Espalioux 
at Accor and Jean-Marie 
Messier at Generate des 
Eaux. 

ft also reflects a funda- 
mental recomposition of the 
nature of French capitalism, 
as companies become more 
open to foreign Investors, 


the traditional networks of 
cross-shareholdings crumble, 
and financial institutions 
demand “shareholder value”. 

Other reforms are also tak- 
ing place in the French econ- 
omy which may help the 
trend towards MBOs. The 
left-wing government elected 
in June may have pledged 
during its election campaign 
to halt privatisations, but 
has taken a rather more 
pragmatic line in practice. 

It has agreed to the full 
sell-off of GAN-CIC, the 
state-owned insurance and 
banking group, and has con- 
ceded the need to sell min n r. 
ity stakes in France Telecom 
and Air France. 

While no state sell-offs 
have taken place in the form 
of MBOs. they have been 
raised more than in jest by 
frustrated managers at 
groups including the insurer 
GAN and the bank Crfidif 
Fonder de France. Variants 
were seriously considered 
for the bank CIC and the 
television broadcaster 
Societe Franpaise de Produc- 
tion. 

"We have sometimes in 
the past had trouble convinc- 
ing our US investors that 
France. is a good place to 
invest," says Mr Aguiar. 
“There was a common feel- 
ing r as when Francois Mit- 
terrand was elected presi- 
dent. in 1981 - that the 
Communists are taking over 
and it's going to be awfuL 
We say that the country has 
been struggling a bit, and 
it’s a good time to be invest- 
ing." 


economic stagnation and ris- 
ing unemployment, Switzer- 
land's confidence in . its abil- 
ity to create new jobs has 
been badly dented. Claudia 
Rosenbauer, managing direc- 
tor of LGT Private Equity 
Advisers, says that the US. 
economic experience, where 
employment growth has 
come not from the blue-chip 
companies, but from start-up 
businesses, has struck home. 

“Venture capital has 
become. 'a. very hot topic, 
because of the recession,? 
says Ms' Rosenbauer. Mean- 
while, the rise in the Swiss 
stock market has Ted to a 
demand from Investors for 
alternative investments' 
which are not so closely tied 
to the stock market cycle. . 

UK venture capitalists, 
such, as Doughty Hanson, 
Legal & General Ventures, 
and HSBC Private Equity, 
have been active for some 
time in providing finance for 
Swiss management buy-outs. ' 
But . a, number of Swiss 
. groups are starting to come 
np with, innovative ways of 
tapping Swiss investors' 
growing -appetite for private 
equity investments. 

Hans-Peter Bachmann, 
head of emporate finance at 
Zurich’s Bank Vontobel, was 
one of the first in -the field, 
launching the SFr4Q0m Pri- 
vate' Equity' Holding in 
March 1997, It operates as a 
fond- of funds, which will 
invest in between 15 mid 20 
venture capital partnerships. 
The aim is : to _ take the 
“adventure” out of venture 
capital investments by di ver- 
sifying the risks, says Mr' 

■ RaftTifflanw. 

Private Equity Holding 
intends to give Its investors - 
a potential exit by seeking a 
stock market listing for its 
shares at a later ; date. How- 
ever, LGT, part of the Liech- 
tenstein royal family’s Liech- 
tenstein Global Trust, has 
gone one better, with Its new- 
ly-launched .SFt350m Castle 
Private Equity fund. It is 
similar to Vontobel's fond, 
spreading . its risks in ven- 
ture capital partnerships but 
unlike the Vontobel fiind, it 
is not. specialising in Euro- 
pean investments. Since last 
month its slums- have been 
quoted on the Luxembourg 
Stock Exchange. • • - • 
Castle Private Equity has 
invested in around 20 part- 
nerships which have shown 
internal rates of return of 
between 20 and 200 per cent. 
While past returns are no 
guide to future success, the 
average capital-weighted 
return of the funds In which 
Castle Private Equity invests 
is 37.9 per cent per annum 
and the aim is to offer 
long-term returns of more 
than 15 per cent a year. 

Ms Rosenbauer says that 
the share quotation has 
enabled her fond to tap a 
wider Investor base than the 
typical private equity and 
venture capital fund. Half 
the investors are large insti- 
tutions, 25 per cent are high 
net worth individuals and 25 
per cent are retail custom- 
ers. 

The fund of funds concept 
is not the only way that 
Swiss investment managers 
are hoping to satisfy the 
growing demand for private 
equity investments. Peter 
FriedJi, 43, a Swiss venture 
capitalist active In the US 
and Europe, h as just raised 
SFri6.5m on the Swiss mar- 
ket with the laundi of the 
heavily over-subscribed New 
Venturetec. It is the first 
pure venture capital fund to 
be quoted on the Swiss stock 
market and has Ii projects 
in its portfolio of which five 
are in the biotech area. 

The launch of New Ventu- 
re tec is a sign that the Swiss 
stock exchange is adapting 
to the challenges of provid- 
ing new sources of equity 
capital 
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THE NET HERLANDS • by Gordon Cramb in Amsterdam 

Way out fraught 
with peril 


PORTUGAL • by Peter Wise in Lisbon 


A highly competitive market 


1985 86 87 88 88 80 91 82 

SourcoK NWft A8N Aim Heart GomU 


Domestic venture 

capital concerns nmo!! mmmam 

have been 

exploring markets 1 2. — > I EB Ohnatments 

elsewhere 1<0 _ .. 

The perils of an over-basty go 

exit were amply demon- 
strated last month when two 08 — . 
foreign institutions, active in JPi ' *“ 

the vigorous Dutch market QA 
for private equity, found RB B^B 

themselves stuck with stock °* 2 "I.. I Evj B& 

they thought they were E£5fca E£??E5 

about to unload. ises 86 87 88 

The flotation of Holec Hoi- So>nm: wp. «n Aim Hum 

land, an electrical switch- 
gear maker controlled since bought Causeway in 
1995 by Switzerland’s UBS and has a joint ventt 
Capita] and Cinven of the IMI of Italy. 

UK. was abandoned only The Utrecbt-basec 
hours before bourse dealings benefiting from a 3 
were due to have begun, cash infusion by Ra 
Buyers showed Insufficient has done deals so i 
appetite for a company seen year in Germany, . 
as having a flimsy profit his- and Finland and is fa 
tory and. uncertain pros- France, where A 3 
pects. on offer at a time taken a stake in its 
when Amsterdam share fund. Reflecting the 
prices had reached a tionalisation, it wi 
plateau. reduce its Dutch i 

UBS and Cinven. along ment to half the tote 
with CVC Capital Fortners, committed to buy-oul 
have in recent years built a the present three qua 
presence in what is one of Glide, which loo 
continental Europe's more deals around the 
mature venture markets. Yet mark, is now big em 
growth remains strong. Fig- carry through a trar 
ures from the NVp industry on its own, according 
association, whose members dewijn Molenaar, wto 
account for some 90 per emit its FI 800m buy-oul 
of institutional participa- This marks a departu 
tions, show that new invest- established Dutch p 
ments were up 30 per cent where venture units c 
last year to FI l.27bn. Of to lead an acquisiti 
that, FI 360m went into buy- then invite rivals in t 
outs, a jump of 75 per cent the risk. “It’s an ino 
The total sum invested in market - everybody 
Dutch private equity with everybody," sayi 
through formal channels Bakker, joint ma 
was Kl425bn, rising 18 per director at Parnib, ; 
cent in spite of a record level equity offshoot c 
of divestments made possi- National Investment 
ble by good equity values. Parnib is also h 
After a slower start this abroad through sta 
year, those involved say Axcel Industrilnves 
activity has been picking up Denmark and Gen 
again in recent months. Quadriga. 

As foreign operators At ABN Amro Jan f 
arrive, domestic venture cap- head of corporate 
ital concerns have been ments, says: “If we 
exploring markets else- transaction for three 
where. In August NPM - by years in our portfolio ; 
some measures the largest think it should have 
though its Fl holdings years more, we will la 
count quoted investments As the country’s t 
too - teamed up with 3i of hank, its relationshi] 
the UK on. smaller manage- the company will n 
ment buy-outs. ABN Amro, continue, so the sale 
devoting only 40 per cent of be appropriate, 
its FI SL5bn venture funds to The ordinary cor 
the Netherlands, last year lending departments 
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bought Causeway in London 
and has a joint venture with 
IMI of Italy. 

The Utrecht-based Glide, 
benefiting from a FI 1.5bn 
cash infusion by Rabobank, 
has done deals so Car this 
year in Germany, Austria 
and Finland and is targeting 
France, where Axa has 
taken a stake in its buy-out 
fund. Reflecting the interna- 
tionalisation, it wants to 
reduce its Dutch involve- 
ment to half the total funds 
committed to buy-outs, from 
the present three quarters. 

Glide, which looks for 
deals around the FI 50m 
mark, is now big enough to 
carry through a transaction 
on its own, according to Bou- 
dewfln Molenaar, who heads 
its FI 800m buy-out fund. 
This marks a departure from 
established Dutch practice 
where venture units compete 
to lead an acquisition but 
then invite rivals in to offset 
the risk. “It’s an incestuous 
market - everybody does it 
with everybody," says Emile 
Bakker, joint managing 
director at Parnib, private 
equity offshoot of the 
National investment Bank. 

Parnib is also heading 
abroad through stakes in 
Axcel Industrilnvestor of 
Denmark and Germany’s 
Quadriga. 

At ABN Amro Jan Stalker, 
head of corporate invest- 
ments, says: “If we have a 
transaction for three or four 
years in our portfolio and we 
think it should have a few 
years more, we will leave it" 
As the country’s biggest 
bank, its relationship with 
the company will need to 
continue, so the sale should 
be appropriate. 

The ordinary corporate 
lending departments of the 


big Dutcb banks are In many 
senses the real competitors 
to the domestic venture sec- 
tor. 

Others in tbe market 
include less specialised 
investment companies such 
as HAL, the former Holland 
America Line. Amid all 
these alternatives the New 
Market Amsterdam, the 
stock exchange's recently 
launched secondary board, 
has attracted only a few list- 
ings so far. 

The Hague government 
has progressively been sell- 
ing its direct and indirect 
holdings in industry, which 
in June saw the flotation of 
Alpinvest, a venture capital 
provider it set up in 1991 
together with PGGM. the 
country's second biggest 
pension fund, and ABN 
Amro. Although the banking 
group had its arm twisted 
before it would let go, its 
ABN Amro Rothschild joint 
venture co-ordinated the pla- 
cing of an eventual 55 per 
cent of Alpinvest which 
raised some FI 545m. 

Alpinvest booked a 
FI 100m profit on the sale of 
its 10 per cent in Eversbolt 
Holdings, the British rolling 
stock lessor, and says it was 
fully provided against the 
collapse of Commodore, the 
personal computer maker in 
which it held 37.5 per cent. 
Commodore, an MBQ rescu- 
ing part of Germany's failed 
£ scorn group, itself went 
bankrupt in August. 

While reducing its reliance 
on dividends. Alpinvest is 
building a presence in mez- 
zanine finance, with more 
than FI 50m under its belt 
since it began the commin- 
gled provision of loans and 
equity to smaller companies 
last year. 


One of the chief 
drawbacks is the 
structure of 
Portuguese 
industry 

On the surface, Portugal 
appears to be fertile terrain 
for the private equity and 
venture capital business. 
The economy is dominated 
by small and medium-sized 
companies, often family- 
owned. that need to restruc- 
ture, modernise and expand 
internationally to compete in 

increasingly global markets. 

As proof of tbe advantages 
on offer, the private equity 
investment industry can 
point to the Sonae and Amo- 
rim groups, two of the coun- 
try's biggest and most suc- 
cessful conglomerates. Bath 
have expanded from small 
Industrial units into power- 
ful international groups as a 
result of diversification 
financed by venture capital. 

But In practice tbe market 
for private equity proves to 
be small, complex and 
highly competitive. “There 
are probably no more than 
20 to 30 theoretical targets,” 
says Miguel Pais do Amaral, 
the managing partner of 
Argos Sod) tic Portugal, one 


of arguably only two pure 
private equity companies 
operating in Portugal. 

One of the chief draw- 
backs is the structure of Por- 
tuguese industry, which is 
dominated by traditional 
industries such as textiles, 
footwear, civil construction 
and light engineering. These 
sectors compete on cheap 
prices and low wages and 
are not areas in which inter- 
national groups are seeking 
to expand in Portugal. This 
makes trade sales for equity 
holdings in them virtually 
impossible. 

But trade sales proride the 
only feasible exit route possi- 
ble for direct equity invest- 
ments in Portugal, where the 
stock market, despite 
impressive growth, lacks 
liquidity’ and no significant 
market has yet been estab- 
lished for private-sector ini- 
tial public offerings. 

Work is under way to set 
up a secondary share mar- 
ket. providing both finance 
for s mall and medium-sized 
companies and a means of 
exiting for venture capital- 
ists. But until this market is 
launched, and no date has 
yet been put forward, equity 
capita] companies need to 
choose their sectors care- 
fully. 


Mr Pais do Amaral sees 
viable target companies as 
confined to only a handful of 
sectors, including distribu- 
tion, food, beverages, com- 
munications and toe media 
and a few manufactured 
products. His company, 
which manages the EcullOm 
Euro knights International 
Fund for investment in Por- 
tugal. Switzerland. France 
and Italy, has made success- 
ful exits from buy-outs in 
the supermarket and media 
publishing sectors In Portu- 
gal. 

Espirito Santo Develop- 
ment Capital Investors, man- 
agers of a fund dominated by 
George Soros, the interna- 
tional financier, entered the 
Portuguese market in 1993 
with a buy-out of Colep, the 
country's leading packaging 
company. The sale was made 
to ensure management conti- 
nuity of what had been a 
family-owned group. 

A scarcity of management 
resources is seen as one of 
Portugal’s biggest limita- 
tions for private equity 
investment, a business in 
which international inves- 
tors require the most strin- 
gent guarantees of manage- 
rial competence. Joao 
Rendelro, president of Banco 
Privado Portugues. perceives 


a conflict between the need 
for considerable time to 
identify and analyse Portu- 
guese opportunities and the 
pressure to invest quickly 
once a fund has been built 
up. 

In Portugal, he says, this 
can be particularly detrimen- 
tal to rates of return, which 
r emain below the 15 to 25 
per cent expected in most 
European countries. 

A bigger hurdle for ven- 
ture capitalists, he believes, 
is a failure by government to 
promote more aggressive 
industrial restructuring, 
allowing moribund compa- 
nies to linger on too long 
and felling to encourage tbe 
most competitive. “You have 
to have a vibrant restructur- 
ing process going on for the 
private equity business to be 
successful,” he says. 

In particular, the role of 
public-sector venture capital 
companies, which account 
for about 40 per cent of total 
funds under management in 
Portugal, deviates from tbe 
market-oriented, profit-cen- 
tred concept of direct equity 
investment Their chief func- 
tion is to administer large 
European Union-financed 
funds, mainly Pedip I and II, 
the acronyms for two gener- 
ations of the Special Fund 


for the Development of Por- 
tuguese Industry. 

To counter objections that 
these funds would crowd pri- 
vate companies out of the 
market they are allowed to 
invest only in syndication 
with private-sector groups 
and part of the funds is 
channelled into industry’ 
through the venture and 
development capital 
operations of the big banks. 

According to independent 
operators, the questionable 
use of the funds has contrib- 
uted to an image of failure 
that the venture capital sec- 
tor in Portugal is now trying 
to overcome. The criteria 
used to invest Pedip funds 
undermines a “survival of 
the fittest" mentality that 
Portugal needs to success- 
fully restructure its indus- 
try, they say. 

The number of venture 
capital companies in Portu- 
gal has fallen from 29 in 1991 
to 14. Most operate within 
the big h anks and the reduc- 
tion in numbers is partly a 
result of consolidation. 

According to the Portu- 
guese Association of Risk 
Capital, the amount of ven- 
ture capital raised in Portu- 
gal fell to Es7.1bn in 1996 
from a high of Es22.7bn in 
1994. 


SPAIN • by Tom Bums in Madrid 


Healthy climate for deal-making 


The challenge is 
to tap funds for 
development 
capital in a still 
traditional market 

In a recent deal. Baring 
Private Equity Partners com- 
mitted an initial Pta755m 
(35m) over 10 years to a 
cable TV operation worth 
Pta30bn in Valencia, Spain’s 
third largest city and the 
centre of a fast growing 
area. The venture involved 
acquiring local cable compa- 
nies in a consortia with 
Rete vision, one of two fixed 
telephone operators, to bid 
for TV and telecoms rights 
in the 750,000 population 
metropolitan district. 

Tbe deal had many of the 
characteristics that are typi- 
cal of Spanish operations in 
this sector. Those who work 
in it are in the business of 
spotting medium -sized com- 
panies that, in addition to 
funds, require a strength- 


ened capita] base in order to 
develop. They look, in partic- 
ular. for companies that are 
in a position to buy out rival 
companies and grow by 
acquisitions. 

The deal also underlined 
the value of local knowledge. 
“To bring it off we had to be 
in Valencia,” says David 
Baker, the Investment direc- 
tor far Baring Private Equity 
Partners in Spain. 

The message would appear 
to be that deals such as the 
Valencia one can be repeated 
elsewhere in Spain as the 
telecoms sector takes off 
fast The equity investment 
and venture capital sector is 
suited to such a business, 
but overall toe prospects for 
deal-making have seldom 
looked better in Spain. 

A favoured target, as else- 
where in Europe, is tbe fam- 
ily company that feces a suc- 
cession problem. In Spain, 
medium to large family- 
owned companies are the 
norm and it is up to the ven- 
ture capital unit to persuade 


such businesses that profes- 
sional mana gement, outside 
the family, is required in 
order to attract funds. 

Once funds begin to be 
interested in a target com- 
pany, the second problem 
consists in persuading the 
femiiy owners that the capi- 
tal injection is supplied to 
develop the business, not to 
immediately increase the net 
wealth of its propietors. 

Gabriel Gutternez Ugalde. 
chief executive for 3i in 
Spain, believes that there 
bas been “a total change of 
culture" in Spain that 
favours management buy- 
outs and buy-ins. “We are 
seeing increasingly profes- 
sional and skilled executives 
and a greatly Improved 
social perception of the busi- 
nessman's role. 

This incipient culture is 
naturally helped by the low 
cost of money (interest rates, 
once sky high, are now at a 
historic low), by a booming 
stock market and by the sus- 
tained growth of the domes- 


tic economy. Business confi- 
dence in Spain is at its high- 
est point for nearly a decade. 

For venture capitalist 
firms working the Spanish 
market, the. environment 
makes for a substantially 
easier task. 

“We've got product aware- 
ness among Spaniards and 
foreign investors are seri- 
ously looking at what we 
have here," says Carlos 
Prada. a partner of Schroder 
Ventures in Spain. 

Schroders has raised a 
Si bn European fund, nearly 
50 per cent of which is 
accounted for by US institu- 
tions, and, in. common with 
similar firms, it does not 
believe in pre-allocating the 
flow of its investment 

There is no obligation to 
invest in Spain or anywhere 
else and it is up to deal mak- 
ers to spot opportunities, 
case by case, that offer a 
future perspective and man- 
agement capacity. On a his- 
torical backtrack, Spain has 
managed to attract between 


5 per cent and 10 per cent of 
a European investment pool: 
Mr Prada's target is to invest 
some PtalObn of the Schro- 
ders European fund in 
Spain, around 7 per cent of 
the total, over the next five 
years. 

It is the consensus among 
the six firms with perma- 
nent teams in Spain that the 
market has properly consoli- 
dated after a boom in the 
late 1980s and a bust in the 
early 1990s. They are looking 
at long-term investments 
and good exit possibilities. 

Mercapital. a pioneer in 
the domestic private equity 
investment sector, which is 
associated to Compagnle de 
Suez, has recently been 
rewarded for its sustained 
dedication with the success- 
ful market placement of 
Baron de Ley. a Rioja wine 
producer. 

It is now studying the pos- 
sibility of putting Madrid’s 
Parque de Astracciones, a 
profitable city theme park, 
an the Bolsa. 
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In Partnership across Europe 


July 1997 




Ptas 2,400,000,000 
Institutional Buy-Out 


July 1997 


UfllMARR 

Lit 50,000,000.000 
Development Capital 


This announcement appears as a matter of record only 


October 1997 


The Buyout 
Specialists 


December 1996 


January 1997 


February 1997 


Castle Transmission In tern a tional 


NatWest Equity Partners 


April 1997 


Edscha 


NatWest Equity Partners 


May 1997 


semcorf 


£360,000,000 

Buyout from 

Williams pic 

Led and arranged by 

Candover 


FFr 300,000,000 

Buyout from 
Compagnie Gentirale 
des Eaux 
Led and arranged by 

Candover 


£244,000,000 

Acquisition of BBC's 
Home Transmission 
business 
Co-led by 

Candover 


DM Undisclosed 
Management Buy-Out 



SKr 546,000,000 
Flotation 


NatWest Equity Partners 
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If you would like to find out more, please contact NatWest Equity Partners' 
European Managing Director, Christopher McCann on +44 1 71 374 3503 


IMttwt fedfa flaitiwr* limited RagulMcrf ^*3 


NatWest Equity Partners 
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EUROPEAN RAIL CATERING 
(HoUBngr) 

Sold to 

SAirRelations 

The £ 11,500,000 buyout of 
ERC was 

led and arranged by 

Candover 


August 1997 

c. e.heatb plc 

£120,000,000 
Acquisition by 
Erycinus plc 

Co-underwritten by 

Candover 
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This announcement appears as a matter of record only. 


New Issue/February1994 


New Issue/December1995 


Tarketf 


U.S. $135,000,000 


U.S. $110,000,000 



Tarkett International GmbH 


TAG Heuer International S.A. 


9% Senior Subordinated Notes Due 2002 


12% Senior Subordinated Notes Due 2005 


The undersigned acted as co-lead manager. 

Salomon Brothers 


The undersigned acted as lead manager. 

Salomon Brothers 


First U.S.$ high yield financing for a European leveraged buy-out 


U.S.$ high yield financing for a European leveraged buy-out 


These Securities have not been registered underthe Securities Act of 1933 and may 
not be offered or sold in the United States absent registration or an applicable 
exemption from registration underthe Securities Act of 1933, including 
Rule 144A thereunder. These Securities have been previously sold. 

This announcement appears as a matter of record only. 


These Securities have not been registered underthe Securities Act of19S3 and may 
not be offered or sold in the United States absent registration or an applicable 
exemption from registration underthe Securities Act ofl933, including 
Rule 144A thereunder. These Securities have been previously sold. 
This announcement appears as a matter of record only. 


New Issue/May 1997 


New Issue/June 1997 


DM 200,000,000 


Impress Metal Packaging 

Holdings B.V. 


U.S. $253,000,000 


Polska Telefonia Cyfrowa 

S.p. z 0.0 


9%% Senior Subordinated Notes Due 2007 


10%% Senior Subordinated Guaranteed 
Discount Notes Due 2007 


The undersigned acted as lead manager. 

Salomon Brothers 


The undersigned acted as lead manager. 

Salomon Brothers 


One of the first DM denominated high yield offerings fora European leveraged buy-out 


u -S-$ ten year zero coupon high yield financing for a Polish cellular start-up company 




For enquiries on financing European leveraged buy-outs or companies with high yield debt, contact: 
Wieland Janssens, Head of Venture Capitalist Coverage Team, Tel. 44171 721 1858 
Bruce Roe, Head of Acquisition and Leveraged Finance, Tel. 44 171 721 6297 
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